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REHABILITATION OF FLOOD-STRICKEN AREAS 


WEDNESDAY, OCTOBER 10, 1951 


Unirep States SENATE, 
COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 

The committee met at 2:20 p. m., pursuant to notice, in room F-37, 
the Capitol, Senator Kenneth McKellar (chairman of the committee) 
presiding. 

Present: Senators McKellar, McCarran, Maybank, Bridges, 
Ferguson, Cordon, Saltonstall, Knowland, Thye, and Ecton. 


EXECUTIVE OFFICE OF THE PRESIDENT 
Orrice oF DreFreNsE MOBILIZATION 


STATEMENT OF A. E. HOWSE, PERSONAL REPRESENTATIVE OF 
THE DIRECTOR, OFFICE OF DEFENSE MOBILIZATION 


FLOOD RELIEF AND REHABILITATION PROGRAMS 


Chairman McKe.tuiar. The committee will be in order. 

This is a meeting of the committee to consider the matter of rehabili- 
tation of flood-stricken areas in the Middle West, and at this point in 
the record we will insert a copy of House Joint Resolution 341, 
together with the message of the President. 

(The documents referred to are as follows:) 


{H. J. Res. 341, 82d Cong., Ist sess.] 


JOINT RESOLUTION Making appropriations for rehabilitation of flood-stricken areas for the fiscal year 
1952, and for other purposes 


Resolved by the Senate and House of Representatives of the United States of America 
in Congress assembled, That there is hereby appropriated, out of any money in the 
Treasury not otherwise appropriated, for the fiscal year ending June 30, 1952, the 
following sums: 

DEPARTMENT OF AGRICULTURE 


Conservation and use of agricultural land resources: For an additional amount’ 
$16,480,000, including the furnishing of services, materials, and payments for con- 
servation and land restoration measures, to enable the Secretary to carry out flood 
assistance and rehabilitation in agricultural areas, damaged by excessive rains, 
runoff, and floodwaters, designated by the Secretary of Agriculture as disaster 
areas under Public Law 38, approved April 6, 1949: Provided, That this appro- 
priation may be expended without regard to the adjustments required under sec- 
tion 8 (e) of the Soil Conservation and Domestic Allotment Act (16 U.S. C. 590h) 
and may be distributed among States without regard to other provisions of law: 
Provided further, That the administrative expense limitations provided under this 
appropriation item in the Department of Agriculture Appropriation Act, 1952, 
may be inereased by not more than $1,780,000, of which not more than $180,000 
may be made available to State Extension Services to provide assistance through 
the Cooperative Agricultural Extension Service. 
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Soil Conservation Service: For an additional amount for salaries and expenses, 
$1,960,000, for emergency restoration of channel capacity in tributary stream chan- 
nels and waterways, and related measures, affecting more than individual farms, 
in agricultural areas, damaged by excessive rains, runoff, and floodwaters, desig- 
nated by the Secretary of Agriculture as disaster areas under Public Law 38, ap- 
proved April 6, 1949. 

Farmers Home Administration: For an additional amount for the Disaster Loan 
Revolving Fund established under Public Law 38, approved April 6, 1949, 
$30,000,000. 

Disaster RELIEF 


For an additional amount for ‘‘ Disaster relief,’’ $5,000,000. 
RECONSTRUCTION FINANCE CORPORATION 


Disaster loans: Section 4 (c) of the Reconstruction Finance Corporation Act, 
as amended, is hereby amended by striking out ‘‘$40,000,000” and inserting in 
lieu thereof ‘‘$100,000,000": Provided, That any loan, including renewal or 
extension thereof, under section 4 (a) (4) of such Act for acquisition or construction 
(including acquisition of site therefor) of housing for the personal occupancy of 
the applicant, may be made for a period of not to exceed twenty vears. 

Administrative expenses: The amoynt authorized for administrative expenses 
of the Reconstruction Finance Corporation as set forth in the Supplemental 
Appropriation Act, 1952, is hereby increased to $17,750,000. 

sec. 102. This Act may be cited as the ‘‘Flood Rehabilitation Act, 1952.” 

Passed the House of Representatives October 4, 1951. 


Attest: Ravteu R. Roperts, Clerk. 
[H. Doc. No. 228, 82d Cong., Ist sess.] 


MESSAGE FROM THE PRESIDENT OF THE UNITED STATES TRANSMITTING A REPORT 
RELATIVE TO THE FLOop DISASTER IN THE MippLE WEsT OF THE UNITED 
STATES 

To the Congress of the United States: 

I request your urgent consideration of a matter of grave emergency. A great 
flood disaster—one of the most terrible in the history of the United States—has 
struck a vast area of the Middle West. The center of its devastation is the valley 
ofthe Kansas River, but destruction is spread through other Kansas valleys and 
parts of Missouri and Oklahoma, and has touched several of the adjacent States. 

Frem May 15 to early July, rain fell almost constantly over an area of thousands 
of square miles, with the heaviest downpours concentrated in south-central 
Kansas. By early July, the streams and rivers of Kansas had risen to unprec- 
edented heights. Reservoirs, where they existed, overflowed. Millions of tons 
of water plunged downstream, crumbling dikes and levees all along the course and 
sweeping away homes, farms, businesses, roads, bridges, and communication lines. 
The crest. of the flood hit the concentrated industrial area along the river banks at 
Kansas City, Kans., and Kansas City, Mo., on July 13, and swept a path of 
destruction across the entire width of Missouri before its force was spent. 

The velocity of the waters, as well as their depth and volume, was without paral- 
lel in the recorded history of the region. For the month of July, stream flow in 
central Kansas was 70 times normal. 

The loss to the Nation along 1,000 miles of river valleys is now being measured. 
Already more than $1,000,000,000 in physical damage and at least that much 
more in loss of income has been counted in preliminary estimates. When the final 
estimate is in, the toll will be greater. 

I wish that every Member of the Congress could have flown, as I did, over 
these valleys at the height of the flood. I wish that every Member of the Con- 
gress could now tramp through the desolated cities of Kansas and drive through 
the wasteland where lie what were some of the richest farm acres in the world, 
their crops now obliterated. 

It. is estimated that 30,000 to 40,000 homes were flooded. Of these, some 
10,000 or 15,000 are destroyed or have suffercd major damage—many beyond 
repair. 

At the peak of the flood, some two or three hundred thousand persons were 
driven from their homes. At least 20,000 of these are still displaced—living in 
schoolhoures, churches, auditoriums, trailer camps, temporary housing, or with 
relatives, friends, or strangers who took them in when the disaster struck. 
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At least 5,000,000 acres of farm land, including some of the richest and most 
productive agricultural land in the Nation, has been badly damaged. Land in 
the path of the floods was gouged and eroded, its topsoil carried away. At least 
30,000 farms were wholly or partially under water—many standing under 25 feet 
or more at the peak and remaining flooded for many days. When the water left, 
thousands of acres were buried under sand and gravel. Thousands of acres are 
still covered by ‘trapped water’? and must be drained. A vear’s crops were 
destroyed, hundreds of thousands of dollars’ worth of livestock killed, several 
million dollars worth of critical farm machinery and equipment destroyed or 
seriously damaged. 

At least 10,000 miles of fences were destroved—enough to skirt the perimeter 
of the United States. Farm buildings were damaged on 17,000 farms. 

At least 5,000 small businesses were completely or partially destroyed. Store 
and factory buildings were swept away, merchandise and equipment ruined. 

More than $1,000,000,000 of loss—in property damage, and loss of production 
and employment—has already been suffered by the industries that are tightly 
concentrated along the Kansas and Missouri Rivers at Kansas City, Kans., and 
Kansas City, Mo. 

In many cases, particularly upstream, time was too short and trucks too few 
to allow families to save their furniture and other household possessions. As the 
crisis struck, organized effort had to be devoted to saving life. Few lives were 
lost, but many families today have virtually nothing beyond the clothes they 
wore when they fled, or were rescued from the path of the waters. 

In the American tradition, neighbors have taken care of neighbors. Every 
refugee is being sheltered; everyone is fed. Cities not flooded have ‘‘adopted”’ 
stricken cities. States and communities with emergency Federal aid are restoring 
and repairing roads, utilities, and publie buildings. A great national organiza- 
tion, the American Red Cross, has done and is doing the heroic emergency job 
that people stricken with disaster can always count upon. During the crisis, 
Federal agencies, particularly the units of the Armed Forces in the area, threw all 
available men and resources into the fight to minimize the destruction. 

In the tremendous task of putting families and communities back on their feet 
the Federal Government now can do two things: First, under the Disaster Relief 
Act of 1950, regular activities of several Federal agencies can be specially directed 
to emergency aid, and $25,000,000 has been appropriated to assist communities 
in clearing debris, in health protection, in the emergency repair of public property, 
and to provide temporary housing and for other emergency relief. Mr. Raymond 
M. Foley, Administrator of the Housing and Home Finance Agency, is responsible 
for these funds, and for coordinating Federal Agency emergency relief activities. 

Thus far, nearly $11,000,000 have been allocated to Federal agencies and to 
State governments for reallocation to local governmental units. Temporary 
housing needs, remaining clean-up costs, and estimates now being completed by 
States and communities to cover emergency repairs to waterworks, sewer svstems, 
streets, roads, bridges, and other community facilities will probably exhaust the 
remaining $14,000,000, even with the fullest contributions the local governments 
can themselves make. 

Second, a number of lending agencies, including the Department of Agriculture, 
the Housing and Home Finance Ageney, the Veterans’ Administration, and the 
Reconstruction Finance Corporation, can to a limited extent make or insure loans 
for the rehabilitation of farms, homes, and businesses. 

But in a disaster of this magnitude, the combined resources now available to 
the Federal Government, the States, and the local communities, and private 
organizations such as the American Red Cross, are far from enough to accomplish 
the tremendous task of restoring for the Nation the productivity and economic 
vitality of one of its major regions. 

There are two reasons why the Nation must act, and at once, to restore the 
stricken regions to economic health. 

The first is humanitarian. The victims of the flood must be given opportunity 
to renew their farming, to reopen their businesses, to build new homes, to find 
employment, and without a crushing burden of new debt for every individual. 
In this land we do not take thc view that a man’s misfortune, suffered through 
no fault of his own, is his own affair, or that a stricken community shall be left 
to shift for itself. Normally the aid comes from local resources or from those of 
private relief agencies. But when the disaster spreads beyond the capacity of 
those resources, then the Nation itself must act to share the loss. 

The second reason is that we are now engaged as a Nation in a struggle for 
survival, and we cannot afford to dispense for long with the industrial and agri- 
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cultural production that came but is not now coming from the flooded arear. 
The industries in those valleys turned out hundreds of products that are critical 
in the building of military and economic strength. Our meat supply will be 
seriously affected by the loss of corn and livestock, and the food supplies of not 
only this Nation but the whole free world may suffer from the loss of wheat. 

Because of the effect of the disaster on the defense effort, I assigned to the 
Director of Defense Mobilization, Mr. Charles FE. Wilson, the task of coordinating 
long-range Federal rehabilitation activities as distinguished from the emergency 
relief aid previously described. Mr. Alfred E. Howse, of Mr. Wilson’s staff, has 
been directing this work in the flood area. They have seen to it that priorities 
have been granted for repair work in the ares, and that all types of aid have been 
extended within the limits of existing laws and funds. Therecommenaations 
contained in this message are based upon their estimates, after a month of close 
observation. 

We urgently need to take steps to relieve human suffering and restore economic 
life in this flood area, and to protect against future losses from disasters of this 
type. 

In the long run, of course, the greatest need is for the prevention of floods, 
through carefully planned and coordinated programs of conservation and water 
control. Until flood prevention can be assured, however, other measures are 
urgently required to meet the needs of the present and of the immediate future. 

I recommend, therefore, that the Congress at once approve an appropriation of 
$400,000,000 for the following purposes: 

1. To indemnify the flood victims for a portion of their loss of real and 
personal property. 

2. To make and guarantee loans on liberal terms for the building of homes 
and businesses to replace those destroyed. 

3. To help farmers drain and rehabilitate their land, replace buildings, and 
restore the productive capacity of their farms, through on-farm assistance 
and disaster loans. 

4. To permit loans where necessary to enable State and local government 
participation in the rehabilitation activities. 

5. To provide funds to establish a national system of flood disaster insur- 
ance, similar to the war damage insurance system of World War IT. 

To administer the program, I expect to establish a Flood Disaster Administra- 
tion as a small policy and control body, with operating functions placed in existing 
Federal and State departments and agencies. 

Under the circumstances, a broad degree of discretion in administering the 
rehabilitation funds is necessary. In this emergency, speed of action is all- 
important. Winter is approaching, and congressional authorization for Federal 
aid cannot be delayed to await the development of fully detailed plans for the 
administration of aid in the variety of individual circumstances that will arise. 
A broad legislative directive will let the stricken region know in general what can 
be counted on, so that individuals and communities can make plans for going 
ahead with rehabilitation activities. 

The loan programs represent no new departure in Government policy. My 
recommendations will simply increase the available funds and remove certain 
normal limitations which are inappropriate in a disaster of this magnitude. 

But loans, even on liberal terms, are not enough to meet this situation. People 
who lost their homes, farms, and businesses now have little or no security to offer 
alender. Very few, if any, individuals or businesses had any insurance protection 
against their flood losses. Generally speaking, private insurance companies have 
not offered such protection, because of the uncertain nature of the risk. Conse- 
quently, many people were left after the flood with nothing, or with nothing but 
their debts. If they could borrow more, new loans added to the old ones would 
create a debt burden that for an indefinite time to come would be a drag on the 
economic vitality of the region and would impair its ability to contribute to build- 
ing our national security. 

For these reasons, I consider it essential to provide some rehabilitation grants, 
directed particularly to assist wage earners and small farmers and businessmen, 
whose losses in this flood represented personal financial tragedy. To accomplish 
the most in rehabilitation with the money available, the indemnity program should 
provide a sliding scale. For example, on the first $10,000 of loss (after deducting 
a standard amount of perhaps $200), the payment might be 80 percent on the 
next $10,000, 60 percent, and so on, with a maximum payment of perhaps $20,000 
for any one claimant. The ceiling would exclude the bulk of the industrial losses, 
but it would enable individuals and small businesses to make a prompt new start. 
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Fortunately, most of the large industrial concerns affected have other resources; 
and many are, in fact, already proceeding with reconstruction of their plants. 

As part of the rehabilitation program, local redevelopment plans should be 
required in some cases to assure that rebuilding does not take place in areas 
subject to recurrent flooding. For example, some of the devastated urban areas 
could best be conyerted to parks, recreation areas, or other public uses to minimize 
the amount of investment in construction on flood plains. 

The whole aid program must be carried out on a basis of joint participation 
by Federal, State, and local governments. The States and cities that are affected 
have already spent much in restoring their own public services. Nevertheless, 
the States, and where possible the cities, should share the cost of the whole program 
on some equitable basis. 

The lack of a national system of flood-disaster insurance is now a major gap 
in the means by which a man can make his home, his farm, or his business secure 
against events beyond his control. It is a basic requisite to the rapid reopening 
of plants in the flood region, where dikes cannot be rebuilt for some months, and 
companies are unwilling, in some cases, to undertake the risk of being inundated 
in the meantime. 

The system of flood insurance should be based, if possible, upon private insur- 
ance with reinsurance by the Government. This was the principle of the war- 
risk insurance in effect in World War II. It depends, of course, upon the demon- 
stration by private insurers that they can meet the needs of those seeking insur- 
ance at reasonable rates. 

Once the system of flood insurance is in effect, there should be no need in the 
future for a program of partial indemnities such as is now proposed for the Mid- 
west flood victims. As a permanent national policy, insurance is far superior 
to direct Federal payments. 

Suggested appropriation language to carry out these recommendations is 
attached to this message. 

The major features of the indemnification proposals I am making are similar 
to those already introduced in the Congress by Senator Hennings and Represen- 
tative Bolling of Missouri. The principles incorporated in all my recommenda- 
tions have the support of the Governors of Kansas and Missouri and of the Gov- 
ernors’ advisory committees which represent major groups within the two States. 
They will revive a region of the Nation now badly hurt—a region of such impor- 
tance to the security and welfare of the whole country that its revival must be 
the immediate concern of all our citizens. 

Il urge the adoption of this program as an emergency measure. Whatever is 
done must be started with the greatest speed. 

Homeless families must be rehoused quickly. Industrial production and trans- 
portation must be restored. To avert the loss of next year’s farm production 
from much of the flooded land, drainage ditches must be opened, debris cleared 
away, and silted soil seeded to cover crops in the remaining 60 to 90 days before 
winter sets in. Tax resources of States and communities must be reestablished. 

In all of these things, we must move quickly. Every day counts. 

Harry 8. TRUMAN. 

Tue Wuire House, August 20, 1951, 


FuNnps APPROPRIATED TO THE PRESIDENT 
REHABILITATION OF MIDWESTERN FLOOD-STRICKEN AREAS 


For expenses necessary to enable the President, through such agencies of the 
Government (including new agencies which the President is hereby authorized 
to create) as he may direct, and under such regulations as he may approve, to 
provide for and to take such measures as he may deem necessary for relief and 
rehabilitation in the areas declared by the President during July and August, 
1951, to be disaster areas because of floods, including (a) partial indemnification 
for physical loss of, or damage to, such tangible real or personal property as may 
be deemed administratively feasible, but such indemnification (1) shall not exceed 
$20,000 for all claims of any one person and shall in no case exceed 80 percentum 
of an amount equal to the cost of replacing, rehabiiitating, repairing, or recon- 
structing such property (less depreciation), (2) may be required to be contingent 
upon financial participation of State and/or local governments and compromise 
of creditors’ claims (including claims of Federal agencies which are hereby au- 
thorized to be compromised without consideration), and (3) shall be adjusted on 
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account of any assistance, compensation, insurance, or other reimbursement 
received or due on account of such loss or damage; (b) loans to State and local 
governments, on such terms and conditions as may be deemed necessary, to en- 
able financial participation by such governments in the indemnification program 
authorized herein; (c) direct loans, or the guaranteeing of loans made by any public 
or private financing institution, upon such terms and conditions as may be deemed 
necessary, for rehabilitation of houses, farms, and private businesses; (d) conserva- 
tion and land restoration measures; (e) personal services, without regard to the 
civil service laws; (f) hire of passenger motor vehicles and aircraft; (g) advance of 
funds under section 11 of the Act of August 2, 1946 (31 U.S. C. 529); (h) expenses 
of attendance at meetings concerned with purposes of this appropriation; and 
(i) services as authorized by section 15 of the Act of August 2, 1946 (5 U. 8. C. 
55a): $400,000,000, to remain available until June 30, 1952: Provided, That 
prior to the payment of any indemnity, or the granting or guaranteeing of any 
loan under this Act, the recipient thereof, or the cognizant State or local govern- 
ment, may be required to provide reasonable assurance of the relocation, recon- 
struction, replacement, rehabilitation, or repair of the damaged property so as 
to provide reasonable protection against the recurrence of flood loss or damage 
to such property, or the indiscriminate redevelopment thereof, and for these 
purposes there may be acquired by purchase, donation, other means of transfer, 
or condemnation, and without regard to section 355 of the Revised Statutes (40 
U.S. C. 255), land which is subject to recurrent flooding, and such land may be 
utilized or disposed of in such a manner as to reduce the likelihood of further 
serious flood damage: Provided further, That any indemnification made pursuant 
to the provisions of this appropriation shall be final and conclusive for all pur- 
poses: Provided further, That the authority conferred by this appropriation and 
the funds provided herein shall be supplementary to, and not in substitution for, 
nor in limitation of, any other authority conferred or funds provided under any 
other law: Provided further, That the functions and duties exercised under this 
Act shall be excluded from the operation of the Administrative Procedures Act 
(60 Stat. 237), except as to the requirements of section 3 thereof. 


FLOOD-INSURANCE REVOLVING FUND 


There is hereby created the ‘“‘Flood-insurance revolving fund’’, which shall be 
available, without fiscal-vear limitation, for all expenses necessary for the estab- 
lishment and operation of a Federal flood-insurance program to provide insurance 
and reinsurance (when not otherwise available at reasonable rates and upon 
reasonable conditions from private sources) against damage to, or loss of, private 
property (including that owned by State or local governments) from floods oceur- 
ring within the United States or its Territories, including expenses of attendance 
at meetings concerned with the purposes of said fund; services as authorized by 
section 15 of the Act of August 2, 1946 (5 U. S. C. 55a); advance of funds under 
section 11 of said Act of August 2, 1946 (31 U. S. C. 529); and purchase and hire 
of passenger motor vehicles. Said program shall be administered by such agency 
of the Government (including new agencies which the President is hereby author- 
ized to create) as the President may direct, and shall be operated under such 
regulations as he may approve. For the foregoing purposes, there may be trans- 
ferred to said fund, from the appropriation for “Rehabilitation of Midwestern 
Flood-stricken Areas,’ such amounts as the President shall determine to be neces- 
sary, which shall remain available without regard to the limits of disaster areas. 
In addition, said fund shall be credited with all net receipts from insurance pre- 
miums, salvage, or other recoveries from insurance activities thereunder, and 
there are authorized to be appropriated such additional amounts as may be 
required: Provided, That any insurance or reinsurance issued under said fund 
shall be based, insofar as practicable, upon consideration of the risk involved, 
and said program shall utilize to the maximum extent possible the facilities of 
private insurance companies: Provided further, That reinsurance shall not be 
provided under said fund at rates less than, nor obtained under said fund at rates 
more than, the rates established by the Government on the same or similar risks 
or the rates charged by the insurance carrier for the insurance so reinsured, 
whichever is most advantageous to the Government, except that there may be 
made to the insurance carrier such allowances for expenses on account of the cost 
of services rendered or facilities furnished as may be deemed reasonably to accord 
with good business practice, but such allowance to the carrier shall not provide 
for any payment by the carrier on account of solicitation for or stimulation of 
insurance business: Provided further, That such program of insurance shall be so 
administered as not to serve as an inducement for indiscriminate investments in 
facilities in areas which are subject to recurring floods, 
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FLOOD LOSSES 


Chairman McKeuiar. At this time we will hear the first witness, 
Mr. A. E. Howse, the personal representative of the Director of the 
Office of Defense Mobilization. 

Mr. Howser. My name is A. E. Howse, and I am the personal 
representative of the Director of the Office of Defense Mobilization. 
I am appearing here this afternoon in support of the President’s 
message which was sent to the Congress on the 20th of August re- 
questing the sum of $400 million for certain flood relief and rehabili- 
tation programs in the Middle West. We have prepared a justifica- 
tion of the request which is in the process of being furnished to the 
committee. I think they have arrived up here about the same time 
that the witness did, Mr. Chairman. 

Chairman McKe rar. That is all right, we will pass them around. 

Mr. Howse. I think that I have also some summaries which, with- 
out all of the voluminous attachments, might give the story here. 
You know we were criticized by the House because the presentation 
was not complete enough. 

Mr. Chairman, the situation, if | may summarize it for the commit- 
tee, is briefly that the recent flood in the Middle West, measured in 
dollars, is the greatest single catastrophe in the history of this country. 
It entailed a loss, as we now understand it, of $2.5 billion, as « ‘ompared 
with approximately $450 million in the 1937 flood and approximately 
$275 million in the 1927 flood. The measurement in loss of lives, I 
am happy to say, is substantially less. 

The area involved comprises some 5 million acres of land directly 
under water, extending over 1,000 miles in length, and involving some 
30 million acres of upland that was badly eroded in the watershed 
area, and some 140 cities and towns which were either completely or 
partially inundated. 

| have here as a matter of information for the committee a map of 
the area in which the rivers are shown in red. 

Chairman McK ELLAR, Is there a copy of that with each presenta- 
tion on this? 

Mr. Howse. There will be a copy attached to each one, and this 
is a larger one that we received from the Department of Commerce. 
I will furnish one of these to the committee. 


DISPLACED PERSONS 


At the height of the disaster some 385,000 people were displaced 
by water. As far as we can estimate at the present time, approxi- 
mately 6,000 businesses were washed out. Probably the most tragic 
loss of all are the 45,000 homes in the area that have either been 
demolished or that have received major or minor water damage. | 
can say to you categorically that there are areas in the central part 
of this country that are comparable in appearance to the bombed 
urban areas in Europe during World War II. As a matter of fact, 
if you could see them I think that you would agree with me that it 
would be impossible to distinguish between the devastation and 

90494—51——2 








8 REHABILITATION OF FLOOD-STRICKEN AREAS 


disaster in our own country and the bombed areas in Europe during 
World War II. 

With respect to the direct farm loss, we have lost at one blow this 
vear between 7 and 8 percent of our entire wheat supply. 

Chairman McKetuar. Is that wheat? 


MEAT SUPPLY LOSS 


Mr. Hower. Yes, sir. And we have lost between 5 and 6 percent 
of the pork supply, and between 1 and 2 percent of the beef supply 
for the country as a whole. The cereal grain loss alone, gentlemen, 
is equivalent to approximately 5 billion loaves of bread. These 
losses come at a time when I am sure that you gentlemen know that 
our grain reserves are below normal. 

In view of our foreign commitments for grain, this loss is a very 
serious problem. I don’t want in any sense of the word to be an 
alarmist, but in my own considered opinion if we should have a 
crop failure next year the specter of food rationing could easily be 
before us. 

INDIRECT LOSSES 


In addition to the 2% billion dollars direct loss, which is only an 
approximate measurement, there will be at least $1 billion further loss 
in indirect or intangible losses—wages, income, dividends and taxes. 
The unemployment insurance claims in the State of Kansas alone have 
increased 100 percent and they have increased in the State of Missouri 
somewhat in excess of 50 percent. The sales tax returns in the State 
of Kansas, which taxes are the State’s principal source of revenue, 
dropped nearly $500,000 in July. 

The Treasury Department has estimated that the Federal income 
tax loss from this area as a result of the loss of operating income or 
revenue will approximate at least $250 million. Our concern over the 
area, and I would like to make this quite clear today if I can, is first 
the serious loss of direct defense production and the defense-supporting 
production and services that come from this same area. 

Chairman McKettar. Can you break that down a little bit, please? 

Mr. Howse. Senator, I will be glad to, but I don’t quite know how 
you mean. We have direct defense contracts in the area, but the 
indirect activity in the area, consists of the food production, and the 
livestock production and the railroad transportation services and the 
myriad of services in the area that in turn directly support the defense 
production effort, 1 could list those as long as the stenographer could 
take notes, almot. 

Chairman McKe.iar. Well, your defense production, addressing 
that to the item that you are now discussing, I take it would be 
largely in food products. 

Mr. Howse. Principally in food products. There are a number of 
defense installations in the area, and there are a number of atomic 
installations in the area. The area, however, is primarily an agri- 
cultural area rather than an industrial area. 

Chairman McKetuiar. That is what I thought. 

Mr. Howser. And it so happens that there is a most peculiar or 
unusual situation in the Kansas City area. The great bulk of the 
industry for those two States is located directly in the river bottom 
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areas that were affected by this flood, so that a far greater amount of 
industry in the area was affected by the flood than might otherwise 
have been expected. Second, we are concerned because of the severe 
dislocation of the Nation’s economy that will result if rehabilitation 
in this area is long delayed. I should point out to you gentlemen 
that these economic aspects are separate and apart from the individual 
humanitarian demands of the situation with which we in the Office 
of Defense Mobilization are not primarily concerned at this time. 


EXCESSIVE RAINFALL 


The flood had a most unusual background, which I think I should 
explain to you, in that it had an unusually long build-up. It rained 
almost constantly for 53 days and nights. In some parts of the area 
as much as 12 inches of rain fell within a 24-hour period. The result 
was that streamflow in the State of Kansas was nearly 70 times normal 
during the month of July. At the peak of the flood on Black Friday, 
July 13, there was in the area a recorded volume of water greater 
than at any time in the history of this country. More to the point, 
however, there was recorded a velocity of water—because of the long 
period of rainfall, the fact that all of the streams and rivers and 
reservoirs were full and there literally was no place for the water to 
go except into the flooded areas—there was a recorded velocity of 
water in the Kansas City area of 500,000 cubic feet of water per 
second, which is an almost fantastic velocity of water. 

The result was that the water boiled through this entire area and 
tore out installations that would almost defy your imagination. The 
water did not come up gradually and go down gradually as it does 
in some floods. In the Kansas City area alone, of the 12 principal 
railroads operating in one of the largest freight centers in th country, 
11 were out of business entire ly for from 10 days to 4 weeks. While 
today, nearly 90 days later, insofar as the public is concerned, opera- 
tions are on a normal basis, the fact remains that the railroads are 
operating on each other’s track, using each other’s bridges, and using 
each other’s signal equipment. Some 10,000 boxcars were involved 
at the height of the floodwater. Of this number approximately 5,000 
were filled with merchandise. We lost in this one disaster 2 million 
boxcar-days for the country as a whole. 


DISASTER RELIEF APPROPRIATIONS 


At the request of the Governors of Kansas and Missouri, the 
President declared a national disaster, in accordance with the terms 
of Public Law 875, commonly known as the Diasaster Relief Act. 
In accordance with Executive Order 10221, dated March 2, 1951, the 
authority for the administration of disaster relief already had been 
placed in the administrator of the Housing and Home Finance Agency. 
On the 14th of July, or the next day after the peak of the flood in the 
Kansas City area, the President directed Mr. Raymond M. Foley, the 
Administrator of the Housing and Home Finance Agency, to proceed 
in accordance with his authority under the Disaster Relief Act. 

On the 18th of July, the Congress by joint resolution appropriated 
$25 million for disaster relief purposes. On the 19th of July the 
President delegated Charles E. Wilson, the Director of the Office of 
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Defense Mobilization, the authority ‘‘to direct and coordinate the 
activities of the Federal departments and agencies toward the restora- 
tion of the general economy in the area.”’ 


EMER GENCY FLOOD COMMITTEE 


On the 20th of July, Mr. Wilson designated A. E. Howse as his 
personal representative with ‘‘full authority to take such action as 
might be necessary.’’ There was immediately established in Wash- 
ington an emergency flood committee consisting of every single 
agency of the Government that might conceivably have something 
to do with flood relief or flood problems. Simultaneously there was 
established in Kansas City a similar committee which consisted of 
some 61 departments, bureaus, and agencies of the Federal Govern- 
ment. These committees were composed of representatives dele- 
gated by the heads of their agencies to make immediate decisions with 
respect to flood problems. It was decided at that time, and in 
retrospect | think the decision was a sound one, that rather than to 
establish a completely separate flood administration of some sort, 
we would utilize the vast resources of the existing bureaus, depart- 
ments, and agencies of the Government. Operating through these 
two committees we met the emergency head-on. 


WATER AND FIRE DAMAGE 


Gentlemen, generally speaking, the flood problems divide themselves 
into three categories. The first phase comprises the struggle for 
existence against water and fire. These elements were combated by 
the Corps of Engineers and by the entire resources not only of the 
States, counties, and cities concerned, mobilized into a single effort, but 
by all of the resources, except one, of the Department of Defense in- 
stallations in the area. That one—Fort Riley, Kans.—had its own 
severe flood problems to contend with. At the peak of the effort nearly 
20,000 Federal troops or service personnel were involved. The Air 
Force and the Navy air-lifted nearly 3,000 tons of material into the 
district, including drugs and serums essential for health purposes. A 
remarkably small loss of life was present among some 385,000 people 
displaced by floodwater, which is a silent tribute to the combined 
efforts of the Federal forces and the personnel of the States and muni- 
cipalities affected by the floodwater. In this connection it may be 
pointed out that the civil defense programs existing at the time of the 
disaster were completely inadequate to cope with the emergency. A 
disaster transversing more than one State line and exte nding through 
multiple city limits presented the sort of problem for whic h no ade- 
quate preparation had been made. It is my personal view that only 
the timely and extensive use of military forces prevented undue loss of 
life. In this respect it may be pointed out that the entire civil defense 
program is based on the theory that in hostile attacks the military will 
be otherwise occupied and the burden of civil defense will be placed 
on a civilian voluntary organization. 

Also, it is quite apparent that the States themselves must develop 
their own legislation for disaster purposes which can be immediately 
available, perhaps in a manner similar to the disaster laws now in 
effect in Nebraska and Minne sota. 
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IMMEDIATE RELIEF IN STRICKEN AREA 


The second phase embraces the alleviation of misery and human 
suffering and the immediate relief necessary for food, shelter, and 
health. The combined action of the various Federal, State, and city 
agencies not only contributed some measure of comfort to the stricken 
people, but it appears that a miracle was accomplished. Flood suffer- 
ers were fed, clothed, and housed in such shelter as was immediately 
available prior to the furnishing of trailers and various temporary 
housing accommodations. People were housed in schools, churches, 
municipal auditoriums, tents, basements, and virtually every kind of 
habitation available in that area. When you bear in mind that this 
disaster occurred at the height of the summer season in Kansas and 
Missouri, where the temperature was well over 100°, and you bear 
in mind that some 385,000 people were made homeless; when you 
bear in mind that in the city of Kansas City, Mo., alone, there were 
10,000 carcasses of dead animals scattered through parts of the city 
after the demolition of the stockvards; when you bear in mind that 
entire water supplies and entire sewage and sanitary facilities of many 
towns through that area were completely destroved and when you 
remember that there were no mass epidemics or plagues as a result of 
this flood, I think you may be inclined to agree with me that the emer- 
gency relief operations under Mr. Foley were very well handled. 

The disaster relief program is discharged generally speaking through 
the States and municipalities and the Red Cross, with the Federal 
agencies furnishing the funds on a reimbursable basis in accordance 
with approved programs. 


RECONSTRUCTION 


The third phase includes the problem of the rehabilitation of the 
economy of the area. Transportation, communications, industry, 
agriculture, had been paralyzed in this district in a manner never 
before experienced in this country. The gigantic task of recon- 
struction was started even before the floodwaters subsided. An 
order of essentiality was established and experts and supplies were 
flown into the region in ever increasing volume until rail transportation 
could be reestablished. Emergency offices were created in Kansas 
City and rehabilitation teams visited each town in the area to provide 
such immediate assistance with respect to materials and financing as 
the need indicated. Federal regulations and controls were relaxed 
where necessary and this entire flooded area was granted first priority 
on all goods and services in this country, subject only to the most 
critical defense projects. 


AMOUNT REQUESTED FOR FLOOD REHABILITATION PROGRAM 


On the 20th of August, the President sent a special message to the 
Congress recommending a complete program of rehabilitation and 
requesting an appropriation of $400 million with which to carry out 
the program. 

The program generally speaking divides itself into three parts, 
but before getting into the program itself 1 would like to point out 
to you, if 1 may, the manner in which the program was developed. 
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The Governor of each State was asked to appoint a flood advisory 
committee. In order that these committees might be truly repre- 
sentative of every segment of the economy in each State, the mem- 
bership was predetermined by function. In other words, the State 
head of the department of health automatically became a member. 

The State head of the department of agriculture automatically 
became a member. The head of the State chamber of commerce, 
the head of the State AFL and CIO organizations automatic ally 
became members. We ended up, gentlemen, with a 25-man advisory 
committee in the States of Kansas and Missouri which I felt at the 
time, and feel even more strongly now, were in fact truly representative 
of all of the segments of the economy in each State and comprised 
some of the best brains in each State. 

In the city of Kansas City, Mo., we established a financial advisory 
committee under the chairmanship of the president of the Kansas 
City Federal Reserve Bank. ‘he plan which the President has recom- 
mended to the Congress is a plan which has been supported almost 
unanimously not only by the State committees and the local financial 
advisory committee, but by the various departments and agencies 
of the Federal Government represented in Kansas City, and which 
are represented on the Washington flood committee. 





REHABILITATION LOANS 


First, the President’s message contemplates that of the $400 million, 
some $160 million will be made available to farmers, home owners, 
and business people in this area on a liberal loan basis for rehabilitation 
purposes. 

Senator Ferauson. You mean loan to be repaid? 

Mr. Howse. I mean loan in the sense it is to be repaid. 

Senator Ferauson. And not in the sense of a grant? 

Mr. Howser. It is not grant money. 

Senator Tuyr. Would this be confined just to the two States, 
Missouri and Kansas? 

Mr. Howse. Senator, there are four States that are affected, 
principally Kansas and Missouri, but parts of Illinois and Oklahoma. 

Senator Tuyr. We had some very serious floods in the upper part 
of the Mississippi earlier in the spring. Of course these eventually 
augmented the flood situation down in your area or in the area of 
Kansas and Missouri when the rains fell exc essively there. But earlv 
in the spring we had a flood that was very devastating in North 
Minnesota and if one’s personal property is torn and shattered by the 
flood it is just as effective to him alone as it would be to an individual 
or person alone in another area. We had the same situation up farther 
north at East Grand Forks and Cushing, Minn., just the previous 
vear, and they are still laboring under the losses occurred both to city 
and personal property as well as county and township in those floods. 
I just wondered whether this bill here, or this type of a relief could be 
used in other areas where a similar devastation occurred. 

Mr. Howse. Senator, under the legislation as recommended—well, 
let me go back and give you a long answer, and | don’t mean to give 
you a double-talk answer, either, but it will take a long one to cover 
that point. 

Senator Tuyr. You see, to those of us who represent some of the 
other States of the Union, we also have seen property demolished and 
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it is every dime that an individual has to his name and all of the 
credit that he had been able to obtain, and that property is just 
shattered by that floodwater, and he has lost all, including personal 
property, and then that individual is hurt just as badly as if he was 
located in another area of the United States and got the same devasta- 
tion. 

I am entirely in accord and in sympathy with the question here 
because we have lived through it now for 3 years, and the floods 
occurred up north not only in 1950 but again in the spring of 1951. 
We suffered it then and I personally witnessed the damage. There- 
fore I can fully appreciate what it is like down where the area was 
much harder hit and the municipalities and all of the utilities were 
destroyed along with that individual personal property, because 
where you get a vast area, it has destroyed the opportunity of a 
livelihood or a job, whereas if the area is more confined it doesn’t 
affect the opportunity of employment like it would in the larger area 

But nevertheless, his loss is there, and we have wrestled with it and 
we have had to just stand and say to those folks, well, now, these 
loaning agencies that you can turn to, and the Red Cross, have taken 
care of your bedding and personal clothing to a limited extent, but 
vou turn to those loaning agencies and get vour loans and the township 
had lost their highways, and lost their bridges, and they had no place 
to turn to. 

Mr. Howse. I see very well. 

Senator Tuyr. I am in sympathy with yours but it is a little diffi- 
cult for us outside of that area to exvlain that we propose to do this 
and to make available long-time loans and a low interest rate to meet 
this emergency, but we do not do the same thing elsewhere where the 
loss was just as severe. 

Senator McCarran. In other words, disaster is disaster no matter 
where it is. 

Senator Tuyer. I have found it to be that way regardless of where 
it struck, regardless of the vastness or the limited amount of it. That 
is the only disturbing factor that Iam faced with. I shall vote and 
support the relief measure here, but when I do I have got an immediate 
problem of explaining why so generous dowa here when it was obvious 
Congress was not as generous up in this area. That is what I am 
faced with, and I am sure that every one of you can appreciate exactly 
what it is. 

Senator FerGuson. What is the explanation to that? The damage 
suffered by one individual is just as great whether or not his neighbor 
suffered damage or not. 

Mr. Howse. I couldn’t agree with you more. The result to the 
individual is identical whether it is in this section of the country or 
in some other section of the country. 

Senator Ferauson. Or one or many. 

Mr. Howse. The difference may be in this particular case not that 
we shouldn’t have done something for the previous disasters, but that 
now we have one of such magnitude in the middle of the defense 
effort that we must do something about it and that it will not cure 
itself. 

Senator Ferauson. Then you would say we are going to have a 
new start and now in the future it will apply to one individual or 
many individuals. 
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DISASTER INSURANCE PROGRAM 


Mr. Howser. I would say to you that the second point of the 
President’s program is a system of national flood insurance. 

Senator KNow.anpb. Right at that point, Senator Ferguson pointed 
out that disaster is disaster and of course it could be just as devastat- 
ing if it were a typhoon in Florida, or an earthquake in California, 
when you get down to it, and we are going to have a disaster insurance 
program that will meet any disaster which might strike or is this 
going to be limited exclusively to floods? 

Mr. Howse. The recommendation here is that it be limited exclu- 
sively to floods. We have a windstorm type of insurance available 
for private purchase and we do not have available for purchase today, 
generally speaking, flood insurance. 

Senator Fercuson. You mean the private concerns that are taking 
windstorm and tornado, and so forth? 

Mr. Howse. Yes, sir. Whereas they are not taking, generally 
speaking, flood insurance, nor can they under our present way of 
doing business in. the insurance field, and I am not expressing any 
criticism either way. 

Senator Fercuson. Are there any laws in the States prohibiting 
flood insurance? 

Mr. Howser. Senator, there are no laws in those States, but there 
are certain very practical difficulties in having 48 different State insur- 
ance commissions. The starting of a completely new program across 
the country, I am told by the insurance people, is a very difficult piece 
of business. The main difficulty with respect to flood i insurance 1s, as 
I understand it, there is about $220 billion of property insured against 
hazard in this country now, and the reserves of the insurance com- 
panies are insufficient to insure the amount of property that would 
have to be covered by flood insurance. 


PRIVATE INSURANCE FACILITIES 


Senator Ferauson. I note in there that vou have in mind that you 
shall utilize to the maximum extent possible the facilities of private 
insurance companies, indicating or having in mind that you must feel 
that private insurance companies will insure against private flood 
damage. 

Mr. Howser. Specifically what we had in mind, Senator Ferguson, 
was a type of insurance similar to or comparable to the war-risk 
insurance programs adopted during World War IT. 

Senator Ferauson. That the insurance company would take the 
insurance, and pass it on to the Government as a liability, and they 
did the writing. 

Mr. Howsr. They acted as an agent for the Government. Now, 
there are two ways in which it could be done, as I understand it, one 
that the insurance company would insure the risk, and then be rein- 
sured by an agency of the Federal Government. The difficulty with 
that approach is that the reinsurer, the Federal Government, and the 
insured, may have points of view with respect to losses that are 
different from the insurer. 

Senator Corpvon. Is this not a matter clear without the jurisdiction 
of this committee, that it a matter of substantive law? We could not 
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make an appropriation on that basis if we wanted to. There is no 
authorization available to justify us in an appropriation in that field. 
| would hope that we rey stay within the province of the committee 
to furnish funds within a statutory authorization that must govern us 
and get down to the meat of it. 


LANGUAGE IN APPROPRIATION BILL 


Senator McCarran (presiding). I don’t understand that we are 
called upon to enact substantive law. 

Senator Corpon. Is not some of this money intended to be used for 
this purpose? 

Mr. Howse. Yes, sir. 

Senator Frrcuson. This money that we are asked to appropriate 
is to be used for the purpose, and where is the statute that allows 
the appropriation? 

Mr. Howse. I believe the President’s message contemplated that 
this would be treated as an emergency matter in somewhat the same 
manner that relief measures have been in the past, and it would be 
handled as an appropriation measure. 

Senator Ferauson. Then you would expect us to pass substantive 
law with the appropriation bill, and it is always subject to a point of 
order, and if overruled it is carried by two-thirds. 

Mr. Howse. That is right. 

Senator Frerauson. That is what you have in mind? 

Mr. Howse. That is what we have in mind. 

Senator Corpon. You have in mind treating this as a legislative 
committee. I think it is a waste of time, and I think we had better 
get down to the meat of the case. 

Senator McCarran (reading from the President’s message): 

That Congress approve and appropriate $400 million for the following purposes: 
(1) to indemnify the flood victims for a portion of their loss; (2) to make and 


guarantee loans on liberal terms, and so forth; (3) to help farmers drain and 
rehabilitate the land; (4) to permit loans which will enable States and local gov- 
ernments to participate; and (5) to provide funds to establish a national svstem 
of flood-disaster insurance similar to the war damage insurance system of World 
War IT. 

That is part of the message. 

Senator Toye. Then, according to that, Mr. Chairman, that is not 
confined and would not be confined to Missouri and Kansas and 
[llinois. 

Senator McCarran. It is a general proposition. 

Senator Toys. In other words, if ta the event someone could estab- 
lish that they had lost their property in Minnesota they would be 
justly entitled to be given consideration under that relief measure as 
if they were located in the area. 

Senator KNowLanp. I think only insofar as future imsurables are 
concerned, but I do not take it from the testimony that this would 
permit people i in other areas to come in under the relief provisions. 

Senator Toye. You see, the floods occurred in Kansas and Missouri 
about 3 months following the floods that occurred at North Mankato, 
Minn., and, of course, we had a flood at East Grand Forks that was very 
devastating in the spring of 1950. So what occurred in 1950 and what 
occurred ia 1951 in the spring, and what occurred in the fall or summer 
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of 1951 in Kansas and Missouri is all more or less tied in, and I was 
just wondering wether this act was applicable to all of the Nation, or 
whether it was confined specifically to what was recognized as the 
Kansas-Missouri flood. 


INDEMNIFICATION OF FLOOD LOSSES LIMITED TO FOUR STATES 


Mr. Howse. Gentlemen, I believe I can clarify that point for you, 
at least to the extent that I can express the intent of the administra- 
tion. That is that the indemnification feature of this particular 
proposal be limited to the four States that have been declared disaster 
areas in this particular disaster. 

Senator Toye. But you do, however, recognize that you put those 
of us representing States that had suffered some of the same Gevasta- 
tion only a few months before in a peculiarly disadvantageous position. 
They are looking to us to see that this Government is just as generous 
to them as they are to Missouri or Kansas. Do you not realize that 
and the predicament that I am in as a representative of my State? 

Mr. Howser. I recognize the predicament, and I would be less than 
candid if | did not say I did. 

Senator McCarran. The language here in the House report—] 
have it here in my hand—says: 

The President in four official declarations has defined the flood disaster area 
to include the States of Kansas, Missouri, Oklahoma, and certain counties in 
Illinois, 
and now that was under the President’s message or messages or official 
declarations. The area that the House was considering is included 
there. 

Mr. Howse. Gentlemen, the flood-insurance program, however, is 
intended to be national in scope. 


APPROPRIATION REQUEST UNAUTHORIZED 


Senator SAvronsTaLL. Mr. Chairman, if you read the President’s 
message, may | say most respectfully, on pages 6 and 7, there are two 
questions. One, they draft in the form of an appropriation of funds 
for rehabilitation, and they have, two, flood insurance revolving 
funds and there is hereby created flood insurance revolving funds which 
shall be available anvwhere. That obviously is legislation, while the 
first is an appropriation. 1 would say that it would seem to me that 
the difference between the flood appropriation for flood devastation 
is within legislation for relief, and this insurance thing is a question 
of authorization of new legislation. I think Senator MeCarran’s point 
is well taken. 

Senator McCarran. It says expenses necessary to enable the 
President through such agencies of the Government, including new 
agencies which the President is hereby authorized to create as he 
may direct and under such regulations as he may approve, to provide 
for and to take such measures as he may deem necessary for the 
relief and rehabilitation of the areas declared by the President 
during July and August of 1951 to be disaster areas because of floods, 
including a partial indemnification for physical loss of or damage to 
such tangible, real or personal property as may be deemed adminis- 
tratively feasible, with such indemnification shall not exceed $20,000 
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for all claims of any one person and shall in no case exceed 80 percent 
of any amount equal to the cost of replacement, and so forth. 

The message of the President undoubtedly calls in one phase of the 
message for substantive legislation, which is not the function of this 
committee. However, there is a phase of it that can be dealt with by 
this committee. 

Senator Corpon. Mr. Chairman, I had an opportunity before this 
session to read not only the House resolution which sometimes one 
does not get, so to speak, an opportunity to see until the middle of 
the hearing, and also the House report on this matter. Frankly, I am 
inclined to believe that the House has approached this in the only way 
that an appropriation committee can approach it. By providing relief 
in the fields where there is authority iv substantive law to do that. 

So I hope that perhaps the committee could reach some conclusions 
in that field, and then limit our inquiry to the field where this com- 
mittee can function. 

Now, I have no doubt that legislative committees ought to go into 
the other fields, and I am quite sure they will go into them, and I am 
inclined myself to believe that even in the matter of grants we have no 
precedent or authority. But that is a matter that we can determine 
later. 

With reference to setting up of agencies or insurance policies, those 
are legislative matters, that not only the legislative committees must 
consider, but which I feel in view of the fact that this is a matter of 
national importance and reaches all of the people in the Nation, they 
ought to consider and consider it at very great length before action is 
taken. Under the circumstances, | would hope that we could follow 
generally the approach that the House took, which was to make avail- 
able funds under existing authorizations, and now the House itself 
made an exception to its own rules when it amended the provisions 
of the existing law with respect to the extending of the time limit for 
RFC loans. However, it comes to us as an action taken by the 
House and we can follow it in that field. I doubt the wisdom of going 
as far afield as that if we expect to get anything done for these people 
that need it at this time. 

Mr. Howse. Mr. Chairman, may I make this observation to the 
committee as respectfully as I know how to make it. I am not a 
legislative expert, nor indeed am I an expert in any other field either, 
insofar as 1 am aware, but the fact remains that we have a large 
section of this country lying prostrate at the present time. 

Senator McCarran. How rapidly is it pulling out? 

Mr. Howss. It is not pulling out at all, Senator, at the present 
time. We are in the middle of a defense effort, and we have got 
some $70 billion in defense orders on the books at the present time, 
and we have got about $60 billion more coming up that we know of, 
and to those of us that are charged with the defense mobilization 
program I will tell you very candidly that it is unthinkable to us 
that for the want of one or two hundred million dollars we would 
jeopardize the entire program. 

Now, I will be perfectly candid with you, I don’t know what the 
law is. Nor am I a career Government man. I am down here with 
Mr. Wilson because I feel very strongly, the same as he does, that 
we are on borrowed time and we do have a situation—regardless of 
what you want to call it or how you are going to cure it—we do have 
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a situation that cannot be cured by ignoring it. You could disregard 
the humanitarian aspects of this thing altogether-—— 

Senator Ture. That we should not do: that we should not do. 

Mr. Howse. No; but for purposes of this discussion I can sav to 
you now that on a purely food and defense production basis alone, 
and disregarding entirely the humanitarian aspects for a moment, 
we think this job has got to be done with the utmost speed, and I 
would say to you also very candidly, Senator, that the length of time 
that has elapsed between the 20th of August and today is absolutely 
appalling. 

FEDERAL FLOOD INSURANCE PROGRAM 


Now, there are three facets of this program. I have mentioned to 
vou first the loan program. Second, there is the program of Federal 
flood insurance. Flood insurance is not now generally available to 
the average home owner or businessman and it is a gap in the entire 
program of insurance by which he can insure or guarantee his home 
or his business. In my own view, it is very similar to the war risk 
insurance program where the causes of damage are beyond the control 
of any one person, and are so great as to require the resources of the 
Federal Government to shore up the insurance industry. 

Now, I would say to you and I would be glad to go back at the proper 
time and develop the insurance program for you as thoroughly as you 
care to, but I would say to you that it is entirely possible in my per- 
sonal opinion, Gut of the $50 million revolving fund, that the Govern- 
ment could get all of the money back at the end of 5 vears, if there 
were no undue or unusual losses within the first 5-vear period. 

Senator Tuyr. However, if I may interrupt, that would not give 
you any relief in the devastated area now, and you are only thinking 
now about a future vear, is that not true? 

Mr. Howse. Not entirely, Senator, because in my view the need 
for flood insurance is critical in this area to enable or to persuade or 
to 

Senator Tuyr. It would be an incentive. 

Mr. Howse. To go back and rebuild. 

Senator Toye. That is the only wav you are going to get recon- 
struction, is that vour contention? 

Mr. Howse. That is my conclusion. We have about 6,000 busi- 
nesses in that area that have been washed out; some of the larger ones 
have reopened, most of them on a temporary basis. I don’t know of 
a single industry in that entire valley, the 1,000-mile length that has 
heen under water, that is completely rehabilitated to the extent that 
they were prior to the flood. We have many businesses in that area 
that are operating out of the second story today, and they are oper- 
ating out of portions of their plants, and the other parts of the plant 
are still piled up with mud and debris and rubble. 

The businesses that are operating are for the most part the larger 
companies, and those that are operating and those that are not 
operating are waiting to see what can be made available to them in 
the way of flood insurance before they decide whether to rebuild or 
the extent to which they will rebuild or whether to abandon the area 
entirely. 
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Senator McKe.itar. We want to help you in every way we can, 
and that I think is the attitude of every member of the committee, 
and we have the greatest sympathy for you and we want to help in 
every way we can. I think that your two Senators will say that; 
they have been most diligent in all of their efforts, and I know they 
will continue to be. I think I would go over these matters with them 
before you return. 

Mr. Howse. Thank you. 

Senator McCarran. There are two phases of the proposal, as | 
understand it. One is to try to appropriate money to take care of a 
disaster already in existence, and the other is to look to future years 
by way of legislation in setting up insurance against such a disaster 
again. I think this divides itself into these two things, and I think 
they are both laudable matters, and the one takes a little different 
course than the other. 

Senator SaLTonsTaLL. May I[ ask one question. Mr. Howse, 
I am very ignorant as to this. Do any private insurance companies 
place flood insurance? 

Mr. Howse. Senator Saltonstall, for practical purposes there is 
no flood insurance available on fixed property. 

Senator SALTONSTALL. You mean because it is too expensive? 

Mr. Howse. Well, I mean largely because the amounts are dis- 
proportionate to the assets of the companies that have to carry the 
risk. 

Senator SALTONSTALL. It is too expensive insurance for the ordi- 
nary business to carry. 

Mr. Howser. Well, ves; that is one answer, but a better answer may 
be that the amounts involved are far be ‘vond the capital limits of the 
companies to carry. 

Senator McCarran. And the hazard is too much and too great. 

Senator SALTsONSTALL. That is what would make it expensive. 

Mr. Howse. Could I come back to that for a moment. ‘There are 
at the present time about $220 billion of property in the country in- 
sured against usual hazards of wind and fire and lightning and that 
kind of thing. ‘The reserves for that sort of thing have been built up 
over many vears, 150 vears or whatever time it has been since the 
insurance business has been in existence. 

Chairman MecKetiar. Does that include flood? 

Mr. Howse. It does not include flood, and for practical purposes, 
there is no flood insurance available today on fixed property. 

Senator Fercuson. Is there any any place? Does Lloyd’s of 
London insure on floods? 

Mr. Howse. There are some minor amounts, Senator, but it is 
beyond the capacity of the companies to write That is the trouble. 

Senator SALTONSTALL. If you had the Government carry it, would 


you have the Government charge a fairly high rate at the start with the 


idea of building up enough of a reserve that gradually that rate would 
be brought down if there were no emergency floods, and is that your 
principle, so that at some time it would be se If-supporting? 

Me. Howse. To give vou a short answer, yes, sir. 

Senator SALTONSTALL. You said if you carry it 5 years, it ought to 
be self-supporting. 
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WORLD WAR II WAR RISK INSURANCE 


Mr. Howse. Let me give you a longer answer there, Senator, if I 
may. During the war it was recognized that possible damage from 
bombing was not insurable by private enterprise. 

Senator Fercuson. There is a bill on that same line, and why 
could not this go into that bill? 

Mr. Howser. Well, Senator, I don’t know, frankly. That is a little 
bit out of my line again. The War Damage Corporation was set up as 
a subsidiary of the RFC. And they returned a profit to the Federal 
Government, after paying about $60 million in fees and reimbursable 
expenses to private companies. They returned a profit to the Federal 
Government of about $212 million because we had no losses to speak 
of in this country. I believe a submarine shelled Los Angeles, and 
there was a fire in the Northwest as a result of one of those gas balloons 
and there was some antiaircraft damage from our own guns, in one 
place, but for practica] purposes there was no damage. Now we would 
propose that exactly the same principle be adopted here. 

Senator SALTONSTALL. On the general theory it would cover the 
whole country and enough people would take it out so that if there 
was a loss in Kansas City, the assets of St. Paul, and Seattle, and San 
Francisco and so on, and in the East would cover it. 

Mr. Howser. That is correct. The premiums from coverage in 
those cities would have’ created certain reserves. 

Senator KNowLanp. Wouldn’t it be true, if it is correct that we are 
living on borrowed time, that this question of war risk insurance 
should be considered also? 

Mr. Howse. Well, I think certainly it should, Senator, but whether 
it is true the two should be combined, I frankly don’t know. And 
then I personally shouldn’t like to see one delayed because of the 
other. 

Senator Feracuson. The Senator from Michigan put in a bill 
months ago on this war insurance and there are a lot of people that 
think that there is as much probability of war as there is of flood and 
therefore why couldn’t it all be considered and why couldn’t we get 
down and have one corporation do this rather than two corporations, 
or three corporations with the extra overhead and all. 


PROCEDURE ON WAR RISK INSURANCE 


Mr. Howser. As a practical matter, with respect to the overhead, 
Senator Ferguson, the war risk people operated with about 10 or 12 
employees and they reimbursed insurance companies. 

Senator Ferauson. Would this do the same thing? 

Mr. Howse. Yes, and I would assume that there would be essen- 
tially the same program here. Now, I am not suggesting to you in 
any sense of the word that war risk insurance isn’t desirable. In my 
own view it is highly desirable, and we should have it, but this, 
insofar as we are concerned, this is an emergency matter. 

Senator Ecron. Mr. Chairman, I would like to ask a question. 
Mr. Howse, how many of these businesses, or what percentage of 
these businesses that have been devastated by this flood could apply 
for an RFC loan for rehabilitation? 

Mr. Howse. Well, Senator, I don’t know. I would say to you in 
my own view, and in the unanimous opinion of the various com- 
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mittees that we have had out in this area studying this problem, 
that debt piled up on top of already existing debt is not the answer. 
A liberal loan is one of the answers to this problem, but it is not the 
entire answer to all of the problems. 

Senator Ecron. Well, I understood you to infer a while ago that 
that is what this was; that it is an emergency loan. 

Mr. Howse. I have got a three-point program, Senator, but I 
haven't been able to get to the third one. If I can keep my foot in 
the door long enough to get to that one, I will put it on the table 
and then you will have a completely rounded out picture. 

Chairman McKe .ar. All right, go ahead. 


PRODUCTION AID PROGRAM 


Mr. Howser. Passing on from the second point, which is flood insur- 
ance, Mr. Chairman, we come to that portion of the program which 
I can assure you will be probably the most controversial portion. 
It is the portion which may be known as the production aid program, 
commonly referred to, by certain people at least, as the indemnifica- 
tion program. Now in order to understand that program, I think 
that I am obligated to tell you what it is, and what is it not. 

First of all, it is not a pork-barrel proposition to replace a pair of 
shoes that Joe Smith lost in Kansas City in the flood. It is purely 
and simply an aid program to reestablish the productive facilities in 
this area, which productive facilities boil down simply to three things— 
farms, homes, and business. We have eliminated from any possible 
consideration, insofar as the farm is concerned, damage to crops, loss 
of livestock, household goods or personal property. 

Insofar as businesses are concerned, we have eliminated from any 
consideration work in process, inventory, accounts receivable. Inso- 
far as the home owner is concerned, we have eliminated household 
goods and personal possessions. 

We would propose to indemnify on the basis of need those people 
who had not other assets and who could not qualify for a long-term 
rehabilitation loan, for damage to farm land, buildings, and machinery, 
and damage to business plant and equipment, and damage to homes. 
That kind of a program is capable of administration. Those items 
are already on the tax rolls some place, and they have got a preflood 
valuation. The same principle, gentlemen, that applies there was 
established back during the drought days in the 1930’s, when the 
entire dust bowl area was rehabilitated, and that same prine iple 
applied to some extent to the HOLC program, and the same prin- 
ciple applied to some extent in the agricultural debt adjustment pro- 
grams in the 1930’s, and it certainly was applied in an identical manner 
in the Philippine War Claims Act after VJ-day when we poured 
$400 million into the indemnification of private property in the 
Philippines. 

Now, again, at the risk of being repetitious, let me clarify the pro- 
duction aid program further. 

Senator Corpon. Are you speaking now of indemnity? 

Mr. Howse. I am speeking now of indemnity. 

Senator Corpon. That is another word for grant; that is true, 
isn’t it? 

Mr. Howskr. I believe that is correct. 
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Senator Corpon. Let us have it all out so we know what we are 
talking about, and when you indemnify, as you state it, you mean 
that you make a Federal grant of so much money to an individual, 
the amount to be measured by the amount of loss within given stand- 
ards, and he has no obligation with reference to that money even to 
its expenditure. 

Mr. Howser. No; 1 am with you up to the last qualification, 
Senator. 

Senator Corvon. There is nothing here to indicate he has any 
obligation, and if he has, what is it? 

Mr. Ilowsr. There is nothing in here to indicate that; that is true. 
The administrative procedures that are contemplated will be estab- 
lished would provide for the reconstruction of the facility. The 
expenditure would be controlled certainly to that extent. 

Senator Corpvon. Would it be reconstruction in its original site? 

Myr. Howser. Not necessarily, and it would provide further 

Senator Corpvon. ts there any limitation of where reconstruction 
might be had, and could a man who lost a store in Kansas City recon- 
struct his store in Chevenne, Wyo.? 

Mr. Howser. | — that that is something that would have to be 
taken up case by “ase. 

Senator Corpon. You have not thought about that? 

Mr. Howse. | have thought about it, but I don’t know a good 
answer to it. 

Senator Corpon. We need an answer. 

Mr. Howse. Generally speaking most of those people will rebuild 
in that area. 

Chairman McKetuar. Are there any other questions? 


REBUILDING IN FLOOD AREA PROHIBITED 


Mr. Howse. Now, there will be a prohibition against rebuilding in 
unprotected main flood areas, and each locality has got to be con- 
sidered on an individual basis. In great sections of this area there 
never should have been anything built in the first place. I frankly 
think that if a man wanted to move to Cheyenne to rebuild his 
business, I don’t know whether he should be prohibited from doing 
that or not. This is a question that 1 have thought about for several 
weeks and I don’t have a good answer. 

Senator Corpon. Have you attempted to integrate any such plan 
with the present flood-control programs of the public works depart- 
ments of reclamation and the Corps of Engineers? 

Mr. Howsg. No, Senator, we specifically have not tried to do that 
because again this is an emergency proposition and those are long-range 
programs that are highly controversial and if we wait to get this thing 
off the ground by the time something of that sort is determined it will 
be too late. 

Senator Corpon. You have got in mind that this was the only 
flood in the history of the white man that has ever happened in Kansas 
of this size or anywhere else in the United States. 

Mr. Howser. I have got in mind that this is the greatest single 
catastrophe in the history of this country. 

Senator Corpon. And if we are going to consider probabilities, 
they are very remote for its recurrence, but we certainly ought to 
learn that it can recur, if it has occurred; I agree with that. 
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BUDGET RESTORATION REQUESTED 


Senator SavronstaLty. Mr. Howse, do you approve of House 
Joint Resolution 341 in the amounts that are included in that, or 
assuming that those amounts you do approve of, do I understand 
that you are now asking that in addition to those for this insurance 
revolving fund, what is the issue that you are requesting this com- 
mittee, and are you satisfied with the amounts tn this resolution 
that the House passed? 

Mr. Howse. Senator, I would say to you that I am neither satisfied 
with the amounts nor the manner in which the funds are made avail- 
able. L would say to you as respectfully as I can that 1 person a 
consider the ‘enaeaeiialiatan of the House a shocking disregard « 
the needs of the area. 

Senator SALTONSTALL. In other words, you are asking this com- 
mittee then in the Senate to completely rewrite House Joint Resolu- 
tion 341 in amounts and in the method by which they could be spent: 
is that correct? 

Mr. Howsr. In effect; ves, sir. 

Senator SALTONSTALL. Have you got a recommendation as to how 
we should go about it, and have you got some language for us? 

Mr. Howse. I would refer you to the President’s suggested language 
in the bill which he attached to his message of August 20, Senator, 
and in my opinion 

Senator SALTONSTALL. That involves the appropriation of $400 
million. 

Mr. Howsks. Yes, sir. 

Senator SALTONSTALL. So what vou are asking then is the difference 
between $400,000,000 and the $257,590,000 which the House says is 
recommended or otherwise available; is that correct? 

Mr. Howsr. No, Senator, that is not correct. | am suggesting to 
vou the difference between $114 million and the $400 million, and a 
broader authority in the spending of the money than is included in 
the language of the House resolution. 

Senator SALTONSTALL. And in saying that, vou are representing 
Mr. Wilson’s office? 

Mr. Howse. I am representing Mr. Wilson’s office. 

Senator SALTONSTALL. So that what you come down to saying is 
that you would like to have us appropriate $400 million in substantially 
the language that the President uses in his message, rather than the 
methods suggested by the House and the amounts suggested by the 
House. 

Mr. Howse. That is correct. 


AMOUNT FOR REHABILITATION EXCLUSIVE OF INSURANCE REVOLVING 
FUND 


Senator SALTONSTALL. And then assuming that we do not decide 
in this committee and in this session to put in this insurance fund, 
as beyond our authority, how much would that take away from 
the $400 million? 

Mr. Howse. $50 million. 

Senator SALTONSTALL. So that you are asking us if we don’t do that 
to appropriate $350 million under this broad language. 

Mr. Howse. That is true. 


90494—51 4 
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Senator SatronstaLu. Thank you. That is the issue that we have 
to determine. 

Mr. Howse. I believe that is correct, Senator; yes. 

Chairman McKe.tuar. Any other questions? 

Senator Feracuson. In other words, there has been no change from 
the time the President’s message was sent up, which was shortly after 
the damage, in the thinking and all of the work you have done since 
then has not brought forth anything that you want to put in? 

Mr. Howse. No, Senator, I would say there has been a very great 
change in our thinking which may sound a little peculiar to you, too, 
and I say the language should remain the same. At the time the 
President’s message went to the Congress the best estimates that were 
available indicated the damage at about $1 billion, and the more we 
get into this thing the more the losses become, and the more the dead 
hand of disaster appears to lie across the central part of the country. 
We have obviously developed our own thinking since the President’s 
emergency message, and we have eliminated this, that, and the next 
thing from indemnification, until we have got it down now to where 
the amount of money will cover only the productive plant and facili- 
ties. 

Senator Ferauson. Well, has it not been true that many of these 
plants rehabilitated themselves, and, for instance, take the railroads. 
Have they not rehabilitated? And have the livestock companies not 
rehabilitated, and so on? 

Mr. Howse. I would say to you that the railroads today, insofar as 
the public is concerned, are operating normally. 

Senator Fercuson. That is what I meant. 

Mr. Howse. On the other hand, the railroads are operating on each 
other’s track, they are using each other’s bridges, and they are using 
each other’s equipment, engines, and motors, and signal equipment and 
the railroads are operating because the railroads have got thousands 
of miles of track and stations and equipment elsewhere in the country. 
The little business fellow, and the corner drugstore is still closed. The 
railroads—and I would like to take General Motors because I like to 
talk about them in this category, for some reason or other. 

Senator Fercuson. They were out there? 

Mr. Howser. They were there and they suffered a teriffic loss, with 
their plant, and several hundred new cars under water. General 
Motors today are operating essentially as well as they were prior to the 
flood. But they are in the 72 2-percent tax bracket, Senator, and they 
have got income from other locations, but the little fellow in this dis- 
trict is flat on his back. 


LOAN POLICY UNDER FLOOD DAMAGE INDEMNIFICATION 


Senator Ferauson. I am not taking General Motors, but take 
some other company, and the interest to the stockholder in that small 
corporation that is able to rehabilitate and does rehabilitate, his loss 
has been just the same as the man who cannot rehabilitate himself as 
far as dollars are concerned. 

Mr. Howse. I think that is correct. 

Senator Fercuson. Are you going to take care of the one, but not 
the other? In other words, if 2 man has been thrifty and laid aside 
something to open his store, he would not get anything; is that right? 
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Mr. Howse, That is correct. Senator, it is frankly discrimina- 
tory —— 

Senator Fercuson. That is what I want to get, whether that is the 

policy. 

Mr. Howse. It is frankly discriminatory in its effect, and to do 
otherwise—— 

Senator Fercuson. And you want the discrimination, as I under- 
stand it. That is the purpose of the act. 

Mr. Howser. We don’t see any better way to do it, let me put it to 
you that way. Any relief problem of which I have any knowledge is 
discriminatory against the frugal man, in effect. That is a kind of 
an unhappy way to say it, but that is the way it is. 

Senator SaLronstTaLu. Well, Colonel, let me ask you this, and I 
ask you this with the utmost respect and sy mpathy to all of these 
areas and people who have had losses: What, in your opinion, or 
what percentage we will say of the loss, if any, should individuals 
bear and how much or what percentage if any of the restitution ex- 
penses should the State bear, or the State or municipalities bear? 
What is the comparison to the Federal Government? 

Mr. Howser. Let me say this to you, that the principle of State 
participation, in my own view, is completely sound and certainly 
desirable. The indemnification program, if that is what we are to 
call it now—— 

Senator SALTonsTALL. Let us stay away from the insurance part, 
for the time being. 

Mr. Howss. Contemplates assistance to individuals or corpora- 
tions only and it does not contemplate any restoration of public 
property. There is a total of $252 million worth of damage to pub- 
lic property in these four States. There is that much damage esti- 
mated. If the States take care of their own public property they 
will have taken a very substantial share. As against this entire $400 
million, they will be matching $250 million. 

Senator Tuyn. That is highways and streets and sewers and water 
systems. 

Mr. Howse. And schools and hospitals, and all of the myriad of 
public works. 

Senator SALTONSTALL. Put it this way: If the States and munici- 
palities are going to take $252 million of the loss and you are asking 
the Federal Government to put in $400 million, how much does that 
mean in round figures that private industry or private individuals 
would carry? 

Mr. Howsks. Well, I would say to you that the total amount of loss 
is $2.5 billion and if the total $400 million and the total $251 million 
were put together, that is $651 million; that leaves a loss to private 
individuals or private business of $1.9 billion. 

Senator Ferauson. Is it not possible that when you start this thing, 
if you do, that your claims would be larger and you would find more 
people unable to bear the loss from their savings when they have 
learned that they were able to get it and you would be back for a 
supplemental? 

Mr. Howsz. Senator, I don’t think so, because in the first place 
this loss table is arrived at on the basis of a projected economic survey 
in the area, and not an attempt to count house by house. We wouldn’t 
live long enough to get that done. The Philippine Claims Commis- 
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sion operated with $400 million and they, I believe, paid out first 15 
percent and then they paid another 15 percent and then they made a 
final payment. The procedure was that you set up a deadline for the 
filing of claims and then you prorate in some manner, so that you 
don’t exceed the amount of the appropriation. 

Senator SaLTonsTaLL. How many ‘people would have to bear this 
$1.9 billion; that is, heads of families? 

Mr. Howse. I wish I knew, I haven’t any idea and I wouldn't 
know how to get that information for you. It also involves stock- 
holders and absentee owners. 

Senator SaLrTonstaLL. Counting a corporation a single entity, how 
many entities are involved, have you any idea of that? 

Mr. Hows. No more than I can say to you that there were 385,000 
people displaced by water at the height of the flood, and it is inecon- 
ceivable to me that there wasn’t some degree of loss to each one of 
those people. Now, I wouldn’t know how much. You might only 
lose a pair of shoes, or a man might lose his plant. I have no way ot 
giving you that figure, Senator, and I wouldn’t know how to arrive 
at it, frankly. 

Senator Frrauson. How did you get these figures, then? 

Mr. Howser. These figures as you will notice, Senator, from your 
justification, are outlined in 15 different steps; that is, the manner in 
which they were obtained. They were obtained by taking actual 
block counts and then projecting them by population, and by taking 
street-directory counts and by taking telephone counts, and by taking 
all of the insurance company reports and by taking the reports from 
the Red Cross and from the Salvation Army, and from the Federal 
and State agencies concerned, and trying to strike some kind of a mean, 
But I have appended a table showing it insofar as possible. 

Senator Ferauson. I am surprised you cannot get near the figure 
that Senator Saltonstall was askiag aboui. 

Mr. Howse. They havyen’t been tied to individuals, that is the only 
thing, Senator Ferguson, that I don’t have here. If they were all 
houses and you could say there was 500 houses, and therefore 500 
heads of familics, that would be simple. But when vou wash out 2 
plant, I don’t know who is involved. Tf you wash out streets or 
bridges or wash out a railroad, I frankly just don’t know who it does 
involve. 





FLOOD ADMINISTRATION 


Senator Frereuson. Who would determine, the law is suggested, 
whether or not a corporation was entitled to this grant or not entitled 
to it? 

Mr. Howse. The suggested language contemplates that there would 
be appointed by the President a flood administration, a small poliev- 
making group that would establish the policies and procedures under 
which the present agencies of the Government would operate, specifi- 
cally the RFC, Housing and Home Finance Agency, and the Depart- 
ment of Agriculture. And you have a simple problem, in my mind, 
a comparatively simple problem, in that the application itself, which 


would be supported by duplicate tax certificates, or the originals if 


somebody happened to get out with his originals, would include a grid 
rating system which would establish a means test for the individual. 
In other words, the applicant would have to file a statement. If he 
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had other assets and had not the need for this thing, he wouldn’t be 
granted it. 

Senator SavronstaLy. It would mean that each person would pay, 
if there were 360,000 people put out of their homes, $5,400 per person, 
on your figures. 

Senator Toys. How much is that? 

Senator SALTONSTALL. $5,400; 360,000 people into $1.9 billion and 
$50 million, tn round figures. 

Senator FrrGuson. That seems too high. 

Mr. Howss. | have to point out to you that the figure includes 
these tremendous industrial losses. While it is true that someone 
has borne those losses at the same time we were not concerned with 
the great mass of industrial losses. We are not concerned with the 
railroad losses, which are $100 million in themselves, and we are not 
concerned with General Motors’ loss. We are concerned only with 
the losses where people are in need and with a ceiling of $20,000. 

Senator SALTONSTALL. That is where you say it is prejudiced. 

Mr. Howse. I don’t think there is any question about it ne 
prejudiced, but if there is such a thing as a good prejudice, I like to 
think that this might be a good prejudice. 


REHABILITATION OF AGRICULTURAL LAND 


Senator Toye. Might I ask this question about vour agricultural 
land: What would you see that you could do to help the individual, 


and would vou rebuild his barn? You say it is not personal property, 
and m it could not be machiner v and fencing and such things. Would 
it be his dwelling, end his berns? 


ir, eax. It would be primerily his house and his barns and his 
land, Senator, and I think that would include fencing, too. 

Senator Tuye. Then what do you propose to do with his land? 
We know that it has been sand deposited. How do you propose to 
rehabilitate it? 

Senator FerGcuson. Or the stream has partly changed and run 
through the land, and | have flown over some of it. 

Mr. Howser. You have seen this, and vou cannot tell where 
boundaries are at all any more. 

Senator Toye. What would you propose to do there? 

Mr. Howse. Senator, the Department of Agriculture has a rather 
extensive soil conservation program and a representative of the 
Department is here. | would like to defer to his portion of this 
statement, if I may, beceuse I am not well enough qualified really 
to give you a good sound answer on it. 

Senator Toye. Well, Mr. Chairman, would you care to complete 
your hearing with Colonel Howse, and then turn to the other question, 
or it is immaterial to me what you propose to do. , 

Chairman McKeuiar. Are there any other questions of Colonel! 
Howse? 

HOUSE CUTS 


Senator SALTONSTALL. I asked this one so that 1 could understand 
t, Colonel Howse. What you are doing in substance is you and the 
House differ and the House cut out all indemnities to the extent of 
$34,800,000, and cut out indemnities to the home owners and indem- 
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nities to business and industries of $60 million, rather $60 million to 
home owners and $75 million to industries and ‘general indemnities of 
$34,800,000. Those are the specific figures with the exception of the 
flood insurance that you would like to ‘have us restore. Am I correct 
in that? I am reading from page 4 of the House report. 

Mr. Howse. Essentially that is correct, Senator. I would like if I 
might to give you a rather complete answer to that, because I think 
that is the point wherein lies the difference between what has been 
done and what I would sincerely hope might yet be done. 

Let me start with the original $400 million, which is broken down 
into $50 million for insurance, $190 million for indemnities, and $160 
million for loans. Now, the House threw out entirely’ the $190 
million for indemnities and the $ $50 million for flood insurance, and 
reduced the amount of loans as broken down here to whatever amount 
they come out with. 

Senator Maysank. While you are on that point, would the Senator 
yield? In other words, the $50 million the House threw out, it would 
be your judgment or w ould it not be your judgment if the Senate put 
that in here it would be legislation? That is the thing. I ask that 
question because there are some insurance bills before the Senate, 
and would that not be legislation on an appropriation bill for this 
committee to legislate $50 million for insurance, when there is pend- 
ing betore the Senate many different types of insurance bills, that 
have not been reported out by the committees of the House. 

Mr. Howse. If you want an inexpert opinion, I would say yes. 

Senator MayBank. And that would be my opinion. 


LEGISLATION IN APPROPRIATION BILL 


Mr. Howse. I think one of the reasons that the House mentioned 
in their report they knocked out some of these things was that they 
were legislation. 

Senator Mayrank. The House, of course, can legislate, but the 
Senate cannot. 

Mr. Howse. At the same time they passed some legislation in 
whatever they did, too. 

Senator Maypank. In Senate appropriations we cannot legislate, 
and my question was, just as you agreed with me, I understood, that 
this committee could not legislate $50 million for insurance because it 
would be legislation on an appropriation bill. 

Mr. Howse. I agree with you, to the extent that I think it would be 
legislation. 

Senator Maysank. You could suspend the rules, of course. 

Mr. Howse. Now, the difference, Senator Saltonstall, the difference 
is this: The money which has been made available to the RFC for 
long-term loans still is subject to certain legislative restrictions and 
the RFC people are here and they can explain to you what the restric- 
tionsare. The money that has been made available to the Department 
of Agriculture, the Farmers Home Administration, insofar as their legal 
authority to make the loan is concerned, I believe I am correct in 

saying that that is c omplete, but it puts the Department of Agriculture 
in the difficult position of diluting their loan program. In other words, 
it is a question of either making sound loans that are going to be repaid, 
in which case they would not ‘make the kind of loans that I think are 
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necessary in this program, or of making loans that they know cannot 
be repaid when they make them. I think that is a shameful kind 
of dishonesty. 

Senator Corpon. You do not mean that will never be repaid. 

Mr. Howse. I think so, Senator. 


LIBERAL LENDING PROGRAM 


Senator Ferauson. Why rehabilitate a farm that never could under 
any circumstances repay, and why would you make a fill in some of 
the gullies cut in the land? 

Mr. Howser. I wouldn’t do that, Senator. I would like to answer 
you this way, if I might, and say to you that the reason that I think 
a liberal lending program is only part of the answer is that by far the 
greater number of people that are concerned in this disaster are the 
wage earner class of people. I use the term ‘“‘wage earner” advisedly 
as against salaried type of people. ‘These are packing house workers 
and the kind of people that live on wages. Let us take the case of a 
specific flood victim at the present time who might even be a veteran, 
as about 10 percent of these people are veterans. 

Senator Corpon. The war did not contribute to this disaster and 

I think we ought to approach it as an individual who suffered a dis- 
aster, period. 
» Mr. Howse. The individual has an FHA-insured mortgage on his 
home clear up to his ears, and he has a Veterans’ Administration 
guaranteed loan from his ears to the top of his head, and his house 
is washed away and he is standing in the mud in front of his house look- 
ing at the foundation. You can make as liberal a loan as you want to, 
Senator, to that man, and he won’t live long enough to pay off the 
two housing loans. It is axiomatic in the banking business or the 
financing business, that in one lifetime a man buys one farm, one 
home, or one business. It just seems to work out that way. 

Senator FerGuson. Suppose it was a tenant, and many of those 
buildings I assume that are in that district were owned by the landlord 
class. What do you do with that situation? 

Mr. Howser. Well, that would vary as between the home and farm 
and, Senator, I would like to defer that question until we get to more 
competent people down the line who can answer it, if 1 may. It is 
an involved answer and I am not sure that I can make it. 


FLOOD REHABILITATION IN OTHER AREAS NEEDED 


Senator Taye. Colonel Howse, right at that point, I am in sym- 
pathy with you and I agree with you that that veteran that had all 
of the loans that he could possibly be granted for that home cannot 
assume another such obligation and ever pay out. The odds are 
that he could not, and so therefore I am in sympathy with the very 
thought that you have expressed, and the purpose that you are en- 
deavoring to accomplish. But I have to raise the same question that 
I raised earlier, the man that is in the identical same position else- 
where in this United States that the flood has occurred in the last 
18 months or 2 years, whether it be Oregon or whether it be Galveston 
or whether it be Minnesota or Ohio have identic ally the same heart- 
rending picture when he is standing and looking at his foundation 
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that the man in Kansas or Missouri has. And now if you will find 

a way to enable us to reach that man, it will be easier for us to do it, 
because I personally am sharing the same sympathy that you have 
expressed for that man, 

Mr. Howse. I couldn’t agree with vou more if I were your brother, 
but 1 would say to vou this 

Senator Tuyr. I have one. I am one of six and I know they have 
disagreed with me more times than they have agreed with me. 

Mr. Howse. | was interested in your remarks at the beginning of 
this hearmg when you said that a year ago some of these things 
happened up in your country and people had not dug out yet. 

Senator Toyr. That is right. 

Mr. Howser. That is exactly what I am worried about, too. 

Senator Ture. If | vete for this legislation, the person that is 
sitting up here looking at his foundation is going to think a lot less of 
me if I proceed to assist in overcoming that disaster down there, but 
I have not done a thing for him up there and the President was 
apprised of the situation, but not only communications, but by 
telephone calls and some of us had the opportunity to appear before 
the President in person. The man that stood there and looked at 
that old foundation all gutted out because some of the foundation 
was caved in and all of the earth washed away from it, he just has 
that same heart-rending picture to look at as the man down in the 
lower part of the Mississippi has. 

Mr. Howser. You have two problems. 

Senator Toye. You bring that into the picture, and it will be much 
easier for me to concur with you. 

Colonel Howse. If I knew how, I would be glad to give you a good 
answer. But I think that you have two problems, as a practical 
matter, and one is people that have suffered in the past and have not 
been helped. | think those people are doubly unfortunate, but I 
would not like to think that that would stand in the way of helping 
people henceforth. 

Senator Tuyr. All we have to do is to make this applicable to every- 
body in the past up to the statute of limitations, and you could go 
back 3 months and take in the upper region of the Mississippi, and 
vou have got it. 

Colonel Howser. | assume in that case it would take more money; 
I suppose you have got to make a start some place, and | think then 
you have got also the problem of precedent henceforth. That is one 
of the reasons that I urge upon you the insurance feature, because 
once insurance is available to you and me as individuals, we have no 
right to look beyond it for compensation, any more than we would 
have the right to call upon the Federal Government to reimburse us 
for a fire loss. 

Senator Corpon. Or, so far as that is concerned, this loss. You 
are not calling here for any legal right you have, and you are calling 
because you have got a disaster that you cannot yourselves take care 
of, and it is proper. 

We had one a few vears ago out in my own State, minor beside yours, 
but just as bitter to the several hundred people who were in it as 
this was, with death loss and the like. It was not a question of a 
right that they had; it was a question of a loss that they had suffered, 
and an opportunitv—and not an obligation, as I see it—an oppor- 
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tunity for a government to come in and help them rehabilitate them- 
selves. That is what you have here. 

I certainly hope that we can answer it as fully as possible I may 
say to you that I look with favor upon your idea of flood insurance, 
which from the Government’s standpoint is not flood insurance but 
flood reinsurance. 

I think perhaps you have got something there that can be worked 
out. I will say frankly, as far as I am concerned, I am unwilling to 
delegate to the President or to anyone appointed by him the legal 
authority to work it out, and I think that that is a matter that the 
Congress has to handle itself, and I think that we are going to have the 
time to work it out carefully by legislative committees, after full con- 
sideration, not only of the obligations of the Government, but of the 
protection of the Government, and we have got the actuarial question 
and the technical questions involved, and those have to have more 
time than the Appropriations Committee sitting here could give 
them if it wanted to do it. 

Colonel Howse. I agree with you entirely, and the only difference 
in our thinking may be, if I could present to you my side of it, there is 
an immediate urgency about the present problem which does not lend 
itself well to waiting until this other one is worked out. 

Senator Feracuson. But it does not apply to the insurance angle, 
and the emergency does not apply to the insurance. 

Colonel Howse. I think it does,and if | have not made that point 
clear, I would like to take another crack at it, if I may. 

Senator Ferauson. You have not made it clear to me, and this is a 
flood that has occurred once in the normal lifetime. 


POSSIBILITY OF REBUILDING 


Colonel Howsr. We would like to encourage al! of those people to 
rebuild as quickly as possible, and until they know that some sort of 
protection is available, they will not move. 

Senator Frercuson. It will be the first time in the history of man, as 
| know him, who does not, if he has the money, go right back and build 
practically on the same spot and wait for the next flood. That has 
been the history of man. 

Colonel Howse. I would say to you that we have got the man next 
to you who a vear ago had this problem in his State, and they have not 
rebuilt yet. 

Senator THyr. Oh, ves, they have. You see, a year ago | was in 
East Grand Forks and Crookston, and they have dug right in and 
they have reestablished, and you can see the scars and all of that, 
but you cannot see the sear in the financial situation of that individual 
family, nor can you in the municipality, unless you check their 
records. But they have rebuilt, and you cannot see all of the devasta- 
tion that was wrought at the time. 

Now, if you go to North Mankato, that whole city was just torn 
by that flood, and the merchants and the utilities, such as sewer and 
water and the roads and streets, and all of those young people that 
had built in that area, they are washed out, and it is exactly the same 
identical picture as you see down in the flats of Kansas and Missouri. 
The only thing the area was not as large, and this occurred in 1950 
and in 1951, you see, in my section, and we pleaded at that time, 
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and in fact, I was a cosponsor of a bill to propose a general legislative 
measure that would cover all disasters in the United States and have 
a revolving fund set up there that could meet such emergencies, but 
that legislation was not acted upon favorably. 

Now, this flood down here occurs—and do not misunderstand me 
as being opposed, to trying to argue myself into position that I do 
not want to do anything, and that is not the case. All I am pleading 
for is that I have got some families and some business people and some 
townships and some counties and some municipalities that are identi- 
cally in just as great a financial distress as any person or people or 
utility or public body could be, and I am only saying that if I am going 
to be a party to such a vast expenditure of Federal funds to bail out 
the financial difficulties of one area of the Nation, then I must plead 
for that other area, because I would be inconsistent in my efforts here 
in Congress if I did not. That is all I am faced with. 

Colonel Howse. I think perhaps the only difference in our thinking, 
Senator, may be the matter of time. I am urging you in every 
manner that I know how to take this action now. 

Senator Tuyr. It would be easier if the President will name flood 
areas in Minnesota in this general catastrophe report, and then I think 
we would be far better off, because I need only take you to Nebraska, 
Iowa, and I can show you communities that will be the next 50 years 
coming out of what the flood left them in. 

Colonel Howse. That is what I am trying to tell Senator Ferguson, 
as he well knows without my telling him. It takes time to dig out of 
these things, even if money is available. And we do not have the 
time today to let these people dig out slowly and under their own 
steam. 

Senator SaALronstaLu. Colonel, the indemnities that you ask for 
here amount to $169,810,000. That is the money that you are asking 
for, really, in addition to what the House gave you. 


DISTRIBUTION OF FUNDS 


Now, the House set out the departments that should have the funds: 
Agriculture, Soil Conservation, Farm Loan Administration, and the 
RFC. Now, what agencies, if we decided to grant any indemnities 
under those headings, what agencies should have that? The Presi- 
dent’s message simply says to give it to the President. 

Colonel Howse. You mean inde munities, or the whole thing? 

Senator SALTONSTALL. The indemnities of $169 million. 

Colonel Howse. We propose the job be given to the RFC, except 
for the agricultural portion, which would be given to the Department 
of Agriculture. 

Senator SaALronstaLL. The RFC would have the function of deter- 
mining the grants as well as loans? 

Colonel Howser. Yes, sir. 

Senator SALTONSTALL. Have they ever had the power to determine 
grants, even during the war years? 

Colonel Howse. Not that I know of. 

ieee SALTONSTALL. It would mean that Mr. Symington would 
really have to set up a new subsidiary agency; would he not? 

Colonel Howse. Mr. Bukowski, the De :puty Administrator is here, 
and he can answer that question here. But I would say “No.” 


SSS 








REHABILITATION OF FLOOD-STRICKEN AREAS 33 


Mr. Buxowsktr. I would like to say that we did have some ex- 
perience, we have had experience in the RFC in handling what is in 
effect grants, and we had meat subsidies during the war. Our pri- 
mary function, of course is that of making loans, and from our 
analysis of the program that has been proposed, we feel that the 
character of the investigation and the work to be done in the field in 
analyzing or investigating indemnity claims, would be very much 
comparable to that of making analyses and investigations with re- 
spect to loans. In fact, in many instances the two things would 
come together. And on that premise we had indicated our readiness 
to handle this part of the program if it were assigned to us. 

Senator SALTONSTALL. Thank you, sir. 

There would be no appeal, I assume, from the grant. A loan is a 
little different, and if I go to you and ask you for a loan, you can 
say, “I will give you $100 or I will loan you $100,” but if I go to 


on 


you as a Government agency and ask you for a grant of $100, and 


you only give me $50, then I have got a holier; and to whom am | 
going to holler? 

Mr. Buxowskr. The Flood Administrator. 

Chairman McKeuiar. Mr. Foley, | believe you are next. 


INDEPENDENT OFFICES 
Hovusinc AND Home Finance AGENCY 
STATEMENT OF RAYMOND M. FOLEY, ADMINISTRATOR 
LIMITATION OF DISASTER RELIEF ACT 


Mr. Fotry. My name is Raymond M. Foley, and I am the Admin- 
istrator of the Housing and Home Finance Agency, and in connection 
with this testimony presumably the committee will be interested in 
hearing from me not only in connection with the activities of the Hous- 
ing and Home Finance Agency in general as they may relate to this 
disaster problem, but I think more particularly perhaps because of the 
responsibility I have under the Presidential order of administering 
disaster relief funds under the Disaster Relief Act. 

| think the committee will probably not want me to review what 
Colonel Howse has so fully set before you, both orally and in his writ- 
ten presentations, but I found before the House committee particularly 
that the members were interested in learning what had been done under 
the authorities already granted by Congress for extending relief in this 
disaster. 

In that connection I found both in the hearings before the House 
committee and rather generally in the public some misunderstanding 
as to the scope of the applicability of the authorities in the Disaster 
Relief Act and the uses that might be made of the funds authorized 
there. 

Now, the committee undoubtedly is aware of, but might need to 
have recalled to them, the fact that the Disaster Relief Act, Public 
Law 875, is very limited in the application that may be made of funds. 
There were in the hands of the President at the time of this disaster, 
$800,000 previously made available, and there was appropriated an 
additional $25 million subsequent to this disaster, upon the declara- 
tion of the disaster areas there by the President. The House proposal 
would add $5 million to that fund. 
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I mention it particularly because the language in the House report 
would seem to indicate to some, at least, that those funds could be 
used for direct individual relief, somewhat, as perhaps the public might 
construe it, in the sense of individual grants for indemnification or 
similar purposes. 

Actually, the limitations in the language of the Disaster Relief Act 
as it has always been interpreted, and as studied by my counsel, does 
not give the Administrator authority to allocate funds for direct 
individual relief, either directly to the individuals or by allocation 
to the State or local governments for that purpose. 

Now, then, the Colonel has pointed out what the divisions of activ- 
ity in this situation were, and I think that I might emphasize that the 
responsibility of the Housing Administrator was solely under the 
Disaster Relief Act, and necessarily, therefore, of a temporary and 
emergency character; whereas, the responsibilities placed upon the 
Director of Defense Mobilization had to do with the longer range 
economic and industrial rehabilitation of the area. These might seem 
to be conflicting assignments, but in fact and im practice they were 
not. As a matter of fact, we found that the two would necessarily 
have to function closely together, and Colonel Howse, as the repre- 
sentative of Mr. Wilson, and myself, with the Administrator’s respon- 
sibilities, immediately set up a joint functioning on the scene, which 
I believe was very successful. 


HEALTH PROBLEM 


He has referred to the success that was achieved in preventing a 
further possible great loss of life through disease borne of flood condi- 
tions, and [ think the Members of the Senate ought to know that that 
was a remarkable performance. It is not, as he so kindly intimated, 
due to the coordinating efforts of the Administrator particularly, but 
because all elements of State, local, and Federal Government that 
had anything to do with the handling of health problems there, were 
immediately and untiringly on the job. It was, of course, our first 
concern, and we moved into it immediately; and I think tribute 
should be paid to the State health department and the local health 
department, and particularly to the United States Public Health 
Service. The work of the Red Cross and the work of the Salvation 
Army and many others contributed. 

We immediately went to the scene and atte mpted to organize and 
coordinate the many activities of the Federal agencies that, under the 
Disaster Relief Act, could be mobilized, and I feel that the Adminis- 
trator met with the very highest degree of cooperation, not only from 
the Federal agencies, but from the local agencies of Government that 
had suffered and were affected. 

The scope of the application of the funds, itself, as I said, is quite 
limited. They apply only to what might be described as temporary 
rehabilitation and temporary repair of. public facilities, and entering 
upon private property with help through allocation of funds to State 
or local governments only where it is necessary for the preservation 
of life or property. 

There had already been established, through the history of flood 
relief administration under this and previous disaster acts, machinery 
for accomplishing that, which had been established in the Community 
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Facilities Bureau, now called the Community Facilities Service, 
which, as you will recall, was transferred to the Housing Agency from 
the General Services Administration a little more than a year ago, 
and in fact has functioned in two of the disasters to which you have 
referred, Senator Thye. 

So that we had on the scene the necessary personnel machinery, 
which we had to augment, of course, because of the scope of this 
affair. We found a high degree of cooperation from the Governors 
and the local governments and from the Federal agencies, and I might 
particularly refer to the Army engineers, who, being on the scene in 
the combat of the flood itself, were in a position to proceed immediately 
with certain of the relief activities. 


ALLOCATIONS SYSTEM 


We proceeded through the allocations system which had been set 
up. There had been allocated, either to State or Federal agencies, 
at this time, the following: 

The State of Kansas, $7,075,000, less a 2 percent administrative 
allowance; and the State of Missouri, $2,525,000, with the same deduc- 
tion; and the State of Oklahoma, where the scope and territory was 
much more limited, $250,000. There was allocated to the Department 
of Agriculture for immediate emergency stock feeding, livestock 
feeding, $1 million, which the Department has advised us will not 
be used beyond perhaps one-third of that total. It had to be based on 
immediate estimates, and it was made available. And to the United 
States Public Health Service, $228,600. 

We found when we got into the scene that the housing damage, 
which has been described to you by Colonel Howse, was, of course, 
one of the most immediate and pressing problems. There were many 
thousands of persons housed in temporary shelters and schools and 
auditoriums, and so on, and there were a great many more thousands 
who were being temporarily sheltered by friends or relatives, or various 
situations of that sort. 

The Red Cross and the Salvation Army and other organizations had 
done a fine, immediate, on-the-spot job. However, it was obvious, 
because of the large destruction of the housing, as distinguished from 
just housing that had been damaged and which might rather quickly 
be repaired, that it was not going to be possible to house and 
shelter these families without special help. They could not remain as 
they were, sleeping, thousands of them, on cots in halls and schools, 
and there were many situations of whole families being so housed. 
As soon as that became apparent, upon my first trip to the area, I 
returned and recommended to the Congress some special legislation 
with respect to that, and within a matter of three days the Congress 
had amended the Disaster Relief Act to give us direct authority to 
provide temporary shelter, that, is, out of the funds already made 
available. 

SPECIAL FHA INSURANCE ENACTMENT 


I had set up, as Administrator, in the area, a special coordinating 
committee for housing. That was with a view to working out plans 
for the temporary housing of families and for bringing about the 
reestablishment of the inventory through private building. That 
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also called for special help, and the same action. Upon our recom- 
mendation, the Congress enacted a special FHA insurance, running 
to 100 percent loans for families placed in need of shelter by tbe flood. 

We organized the building industry down there, and we set up a 
program of new housing to be built which would have this special 
insurance advantage. We set aside in the Federal National Mortgage 
Association $50 million of the uncommitted reserves we had, so that 
private lenders would have an assured avenue of resale of their 
mortgages if they could not hold them, on these disaster-built homes. 
We did it as promptly as we could. We did all of the things that 
would set up a background for reasonably fast action. 

The authority given us by the Congress on temporary shelter was 
just that. We had to write a policy as to what ought to be done and 
what kind of housing ought to be provided, and after a careful study 
of the situation we found we did not have in the possession of the 
Government anywhere, available temporary housing which could be 
panelyzed or dismounted and taken to the scene on any advantageous 
basis, either as to time or as to cost. 


KANSAS FLOOD DAMAGE 


At first it appeared that we might have some inventory remaining 
out of the war housing. We proceeded, therefore, to the policy of 
mobile housing, of using trailers almost exclusively; up to now, 
actually exclusively. There were six towns and cities in which the 
need appeared to be most apparent, the largest, of course, being in 
Kansas City, Kans., where the members of this committee no doubt 
are aware whole residential areas had been completely Fo 
There were some 3,000 houses, I believe, in the Kansas City area 
either destroyed or so badly damaged that their rebuilding w ob sated 
problematical. Other cities were Manhattan, Topeka, Junction City, 
Ottawa, and Storm City. 

Chairman McKetuar. If there are more, you can put them in the 
record, 

TRAILER HOUSING 


Mr. Fotey. We adopted a policy, by agreement with the city 
governments of those several cities, and of course, we made this 
facilitv available to all affected cities upon their request, and we 
received the requests from that list » adopted the policy of provid- 
ing mobile housing, of retaining it in a ‘ederal possession, of leasing it 
to city governments, of requiring city governments to take ‘the 
responsibility for selection of site and placement upon site, and of 
management after it was delivered by the Federal Government. 

In several of those situations, the need was so large that there were 
no available sites upon which trailers could be placed. In the city of 
Kansas City, it was necessary to find and to develop, with the utilities, 
a complete trailer park for 1,000 trailers; and it was necessary, in view 
of the financial situation presented to us by the cities, and in view 
of the pressure of time, for us to assume out of the disaster relief the 
cost of preparing the sites. We did that. 

Up to this time, we have purchased a total of about 1,500 trailers. 
We have ordered for Kansas City, Kans., 1,000 trailers, and we have 
delivered 734 of them, and they are being placed upon the site which 
was developed, and they are rapidly coming into use. 
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In Junction City, we ordered 35, delivered 35, and they are nearly 
all occupied now. 

In Manhattan, 100; delivered thus far 79; and we are delivering 
them as rapidly as the sites are ready. 

In Ottawa, we ordered 50 and delivered 50; and in Storm City, 
we ordered 10 and delivered 10; and in Topeka we have ordered 376 
and we have delivered 150, and they are standing by with the trailers 
purchased ready for delivery as rapidly as the sites can accommodate 
them. 

We adopted the polic, v, too, of buying these trailers, some of the 
more modern type. Thev include, or they are of, various sizes, sleeping 
from 4 to 8 persons, and therefore, will accommodate most of the 
families. In a few larger family cases, we made special provision 
by adding an extra trailer of the shell tvpe which could be used as 
an added sleeping space by the family. 

Those trailers include most of the necessary facilities, and there is 
much built-in furniture, so that the problem of furniture is overcome. 

We bought them with their undercarriage, so that they could be 
delivered rapidly over the roads, and the fact was that they were 
able to deliver trailers in the city of Kansas City within a week after 
the passage of the authority by the Congress, and have kept them 
there available constantly when we have placed them on the site. 

Under that policy, they will remain the property of the Federal 
Government, and can be removed rapidly and made available for 
other emergency use, which quite possibly we will have either in 
similar disasters or in connection with the defense military housing 
problem. 


COST OF TRAILER HOUSING 


The committee will probably be interested —Mr. Seward can correct 
me if I am verv far wrong on this—that we have been able to house 
these families under this plan at a cost of about $3,000 per family, 
including site development and including delivery. 

Mr. Sewarp. That is correct. 

Mr. Fotey. And we will have a considerable remaining inventory 
value in the house itself, and there were many reasons, which | 
will not enumerate now, but among them is the fact that building 
temporary housing of the usual type has about it, unfortunately, a 
degree of permanence that we have experienced in the war situations, 
and we felt that it was much better to have this housing of a really 
temporary stop-gap nature, but still adequate, and it is decent housing, 
and it protects the family privacy and dignity, and it is restricted 
in size, but it will be possible, we believe, therefore, to encourage the 
permanent housing of these people much more rapidly. 


PROGRAMED HOUSING 


In the housing program for permanent set-up, we programed, as I 
recall it, 2,400 housing units, which would have the advantages of the 
special mortgage insurance provisions, and of the take-out provisions 
of the Federal National Mortgage Association. Since that time, in 
the Defense Housing and Facilities Act, Congress has enacted a 
limited advance commitment authority for the Federal National 
Mortgage Association, which I might say parenthetically poses a very 
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perplexing problem for the Administrator, because it is to be applied 
in disaster areas, for military housing under the Maybank-Wherry 
Act, and for critical defense housing areas, in which $200 million 
expiring by date at the end of this year, and ‘there are outstanding in 
those three areas probably $500 million worth of business which will 
compete for it. 

I might say that the atomic energy areas were the No. 1 critical 
areas, and we attempted to provide for that, and we tried to provide 
for the programed housing. 

Senator Corpon: May | interrupt you for a moment for a question? 

Under the Maybank-Wherry Act which you mentioned, it was the 
act that provided for loans to private persons to construct BREEN 
and they, themselves, thereafter managed the housing property, 
that correct? 

Mr. Fouey. For the military, Senator, under title VIII of the 
National Housing Act. 

Senator Corpon. Your present authority broadens the classes 
which may come within its terms? 

Mr. Foxny. No. The authority to which I was referring was a 
renewal of an authority in the Federal National Mortgage Association 
to make advance commitments for the purchase of mortgages, which 
advance authority had been revoked a couple of years ago, and it 
was renewed in this limited fashion. 

What I am saying here is I think it is important that the com- 
mittee know all that we are attempting to do to meet this problem 
under existing authorities, and that is to meet the problem of tight- 
ness in the mortgage-money market which generally exists today, 
and we have said under that new authority that the Federal National 
Mortgage Association Board has set aside $25 million of that $200 
million of authority to commit in advance, to apply te programed 
housing in the disaster area. So that we will remove, so far as we 
can, any impediment to getting it built through the lack of mortgage 
funds readily available in the area. 

Let me*say that the builders of the flood areas have taken up the 
allotment of that program, and appear ready and willing to go ahead 
and build, so that some part or a considerable part of those families 
who have been totally unhoused because of the destruction of houses, 
will under that program be housed if they are able to meet the terms 
of purchase, and under the special legislation those terms of purchase 
should not be too exacting except in those cases of persons who 
already are under a very large debt in connection with property they 
had previously mortgaged and which has been rendered unusable. 
Those problems will have to be dealt with otherwise. 

That is the situation, stated too lengthily, but still briefly, with 
reference to the housing picture. 


PARTICIPATION BY LOCAL GOVERNMENTS 


The committee should also be refreshed in their recollection as to 
the manner in which we are able to make use of the $25 million fund 
under the Disaster Relief Act, and how we do use it. The law requires 
that there be evidence of a reasonable participation in meeting the 
needs by the local governments, but sets up no formula for matching. 
We developed a system which we believe very carefully protects both 
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the purpose and the accountability of the funds, which I won’t bother 
to give you now, but if the committee is interested we will be glad to 
furnish a document showing the method of procedure. But it involves 
our working very closely with the local governmental agencies through 
the Governors, making pretty careful estimates of the amounts that 
are required for temporary establishment of the facilities that are to 
be helped. 

Senator Corpon. Do you have such a statement prepared, Mr. 
Foley? 

Mr. Forry. I do not have one with me, but I can furnish one very 
quickly. 

Senator Corpon. If it is prepared, Mr. Chairman, I would like to 
have it in this record, because this matter will be one that faces us 
when we reconvene. 

Mr. Fouey. I will be prepared to furnish one within the next day 
or two, Senator. 

Chairman McKe tar. It will be included in the record. 

(The information referred to is as follows:) 


ALLOCATION OF FUNDS TO STATES UNDER PUBLIC LAW 875, EIGHTY-FIRST CONGRESS 
(DISASTER RELIEF PROGRAM) 


Upon the declaration by the President of the disaster area, and an allocation 
of funds by him for the purposes authorized under Public Law 875, such alloca- 
tions are made directly to the Governor of the State involved. The operations 
of the various Governors are not identical in all cases. For the purposes of this 
statement, however, they can be assumed to be as follows: 

The Governor receives from the various local public bodies within the disaster 
area requests for the allocation of Federal funds to provide the assistance as 
authorized by the act. The Governor sets up in his office a committee, either 
official or otherwise, to advise him in connection with these requests. The com- 
mittee is usually composed of the State health officer, the State highway engineer, 
and a member of the engineering staff of the Community Facilities Service. Such 
group is sometimes augmented by additional State officiais, A task force from 
the committee, including the CFS representative, visits the community, surveys 
the damage, and determines the estimated cost of the emergency repairs and 
temporary replacement of public facilities, the clearing of debris and wreckage 
and protective or other works essential for the preservation of life and property. 
Based upon the recommendations of such committee, the Governor advises the 
local public officials concerned that the request has or bas not been approved and, 
if approved, the amount of money which has been allocated from the fund for 
such work. 

The local authority then proceeds with the accomplishment of the approved 
work. As the work progresses, or at its completion, the local public body submits 
to the office of the Housing and Home Finance Agency, Community Facilities 
Service, the necessary receipted bills, payrolls, ete., which are then audited by the 
staff of HHFA, and a warrant drawn in the amount of the approved claim for the 
purposes of reimbursing the local expenditures on the work. There is no set 
percentage or amount as to the local participation. Agreements are reached with 
the local officials on each individual case. It must be remembered that the 
authority contained in Public Law 875 limits the participation of the Federal 
Government to emergency repairs and temporary replacements. As an example, 
in cases where the disaster is the result of floods, streets are washed out. The 
Federal Government participates in the restoration of the streets to the point 
where they are passable. The local community then must through its own re- 
sources finance entirely the paving of the street, the reconstruction of curbs, 
gutters, etc. Frequently, water lines as well as sewer lines are severely damaged. 
The Federal Government, through Public Law 875, will aid the community in such 
temporary repairs as are absolutely necessary to place the system back in opera- 
tion. Permanent repairs and permanent replacements are entirely the responsi- 
bility of the local government, 
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Mr. Foury. I think that you will find that that statement is 
carefully designed to carry out the purposes and the spirit of the act 
and still protect the funds. 


UNALLOCATED FUNDS 


There remain in the fund, unallocated, some $9,600,000, roughly 
speaking. However, it is not to be presumed that that amount will 
be over and above our needs. We still have the problem of reimburse- 
ment of the Army engineers for work which they did in the immediate 
wake of the disaster, some considerable part of which is eligible under 
this fund for reimbursement, and which they certainly with our 
approval went forward immediately to do. They have their own 
disaster fund out of which they have been meeting it, but which is 
entitled to reimbursement, in our opinion, as soon as the expenditures 
can be documented, and that work is going forward and probably it 
is $244 million to $3 million. 

There probably will still remain some further allocations that can 
very properly be made, particularly in the State of Kansas. 

I think that covers the situation briefly, and I will be glad to furnish 
any further information desired. 

Chairman McKeuiar. Are there any questions, gentlemen? 

Mr. Fouey. | would like, if there are no questions on that particular 
point and particular phase, to go just a little more into some of the 
problems brought up by the housing. 

Senator Ferguson brought up the question that a good many 
unhoused were not property owners, but they were tenants. That 
is true. The estimates seem to indicate that perhaps 40 percent of 
them in the urban areas would be so classified. Actually, it is going 
to be much simpler to provide a means whereby the tenant, the 
former tenant, may acquire a new residence for himself, under the 
provisions of the existing law, than it is for many ef those who own the 
properties, because the tenant will not ordinarily be burdened with 
a past morigage debt carrying over 


PROBLEM OF RELOCATION 


There is also the very serious question, touched upon here, of 
relocation of the families and even of businesses. Much of the area 
is exposed area, even in urban areas, although generally it had been 
felt by those living there that the protective works were sufficient. 
This flood has indicated that they were not, if there is a repetition of 
this sort of disaster. It is interesting to note, in studying the data on 
losses in housing, that in the Federal Housing Administration, for 
instance, there were less than 560 properties affected—those that 
carried insured mortgages---and a round figure of damage to those 

aro} 


houses is something around half a million dollars. To many, that is 


inexplicable. The fact of the matter is that, under the policy of 
economic soundness required in the law for the insurance ol the 
mortgages by the FHA, the sites which had an unusual degree of 
hazard have not been accepted as eligible for mortgage insurance; 
and, generally speaking, the underwriting offices have in the past 
only accepted 1 isks that were above the previous high-water marks. 
These waters, Seite gone higher, have taken in some of them, 
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To a lesser degree, the same thing seems to have been true with 
respect to the Veterans’ Administration; and some 700 to 800 houses, 
according to the best reports they are able to give me—which may 
not be final—are affected to an extent of $2!4 million. 

Now, that would argue that not many of the houses that carried 
FHA insurance and insured mortgages have been totally destroyed, 
and probably more but not a major number of those that had guaran- 
ties. There is not available to us, gentlemen, nor do I know how to 
get it, any total or any detail of debt carried in what we might call 
the conventional forms of mortgage debt, as distinguished from 
governmental systems, on the remainder of the property; but spot 
checks indicate that a very large percentage of it does have considera- 
ble mortgage debt, either in banks or other lending institutions, or 
even private creditors’ hands. So, the problem that may be presented 
by rehousing these people in permanent housing has two broad phases 
to it: One is, will they be able to assume debt sufficient to carry out 
rebuilding; and should they be encouraged to rebuild where they 
were? 

That is a very serious problem, particularly in Armourdale, Kans, 
where the city—and I mention this because the House committee was 
very much interested in it, and I think the existence of this situation 
had some bearing on their findings. Under title I of the National 
Housing Act, passed in 1949, which provides a system of grants and 
loans for the clearance of blighted areas and slums, it is possible for 
the Housing Agency to make loans for the purpose of acquiring and 
clearing sites and to make grants for bearing two-thirds of the amount 
of the write-down to make them better for suitable use. Almost 
immediately after the passage of the floodwaters, the city of Kansas 
Citv, which is the only city under their State law which can avail 
itself of that Federal act, immediately interested itself in the possi- 
bilitv of clearance and redevelopment of the devastated area under 
that title. And we have given them every help in the way of technical 
aid in making studies, and we have made them an advance loan for 
planning and study, as authorized by the law, and no time has been 
lost; and they themselves have shown the most cooperation. But a 
fundamental question as to what ought to be built in that area now 
arises, and I mention it here because I do think that the committees of 
Congress should be aware of it, as to whether or not they are going 
to be able to give help out of that authorization presently existing in 
that large part of the devastated area; that is, without further assur- 
ance of funds for the future. Consequently, there does exist in the 
housing phase of this problem some large number of cases—how 
many, no present information is available to me; so that I can give 
you anything approaching exact figures—but some large number of 
cases of persons who, if they are to be rehoused by the replacement of 
the houses they previously owned, probably cannot finance themselves 
under any system of loans we now have. 


REPAYMENT OF EXISTING LOANS ON DESTROYED PROPERTY 


Senator Corpon. Is that, as far as you are presently concerned, 
due to the question of whether there should be a loan given to recon- 
struct in an area that has proven to be susceptible of heavy flood 
| 9 
cdamage | 
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Mr. Fouey. It is only in part related to that question, because, of 
course, they could move to another area, and I might say paren- 
thetically that I neglected to say that the housing that we have pro- 
gramed is to be built in unexposed areas. But this individual who 
has lost his house by total or nearly total destruction, and who has 
a debt upon it, has left only, as tangible property, that lot. Now, 
I am referring to the fact that some considerable number of such 
families, under any existing loans that I know of, would not be able 
to show ability to retire the loan. They have to add the total cost of 
rebuilding the other house. 

Senator Corpon. Assuming they will carry out the repayment of 
an existing loan which was secured by what is now nonexisting 
security? 

Mr. Foury. That is the problem, Senator; and I am not at this 
moment suggesting what the cure is, except that, if there were an 
indemnification system, it could be applied to that situation. 

That is one of the arguments for an indemnification system. 

Senator Ferauson. You, as Administrator, did not require any 
kind of insurance, and you also took the chance that this house would 
be washed away? 

Mr. Foirey. In the Federal Housing Administration? 

Senator FrerGuson. Yes. 

Mr. Fotry. As I pointed out, Senator, we did not take the chance, 
as a practical matter. I do not know whether you were here at the 
moment, but I pointed out in all of this housing damage down there, 
less than 500, or I think less than 450 houses that were affected by 
damage to any material extent were under FHA-insured mortgages, 
and the reason for it was that the FHA had not been accepting as 
risks the more exposed areas 

Senator Corpon. When you speak of inability of the individual to 
go forward and show his ability to repay the loan, that situation exists 
chiefly in this area with respect to borrowings from concerns, private 
concerns, as distinguished from borrowings from the Federal Govern- 
ment? 

Mr. Foury. It is loans not insured by the Federal Government, 
and I mention it because Colonel Howse mentioned as a graphic 
example, which well illustrates his point, an FHA or VA case, but the 
actual number of such cases is relatively few. 

Senator Ferauson. If you go ahead and rebuild the houses and you 
give them FHA loans, are you going to require them to carry flood 
insurance? 

Mr. Fo.try. The point, Senator, that I was making, was the dis- 
cussion of the problem of relocation, and if the FHA follows, as it 
probably should and will, its previous policy, it will not insure mort- 
gages in the areas that are subject to a large hazard. 

Senator Fercuson. Then he does not even have a lot, as far as he 
is concerned, and he has got to go and buy a new lot? 

Mr. Fotsry. That is right, and he is gomg to have—aunless he gets 
refinanced otherwise, on the same site—if he wants to rely upon guar- 
anteed lending, which is more liberal, of course, in its terms—then he 
will probably ‘have to go to a less exposed site or, in other words, to a 
new lot. And I mention it as a phase of the problem i in which I pres- 
enily have no solution, but for which an indemnification program 
would furnish a solution. 
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Senator Corpon. Well, Mr. Foley, the net effect of an indemnity 
or a grant to an individual for the purpose of reconstructing his home 
in a case where, for the purposes of this example, let us say thet he has 
already incurred and there is now outstanding a mortgage against his 
original security ot 80 percent of its full value—would be that you 
would in effect not indemnify him, but you would indemnify his 
creditors. 

Mr. Foiry. You raise a point that Colonel Howse has covered in 
his presentation as written, but I think that no opportunity or time 
has been presented to present it here today. It is part of the idea 
he advanced previously. It was a write-down of claims, was that 
not correct? 

Colonel Howsz. That is right. 

Mr. Fotny. You might want to describe that more fully. 

Senator Corpon. That would be a matter of executive determina- 
tion and not statutory. 

Mr. Fotey. You could not require it under existing law, Senator 
Ferguson—may I interrupt you at this point, because I did not fully 
answer your previous question, and we might miss it, where you said 
that the FHA did not take reinsurance. We do not, of course, as is a 
fact, but under the regulations and procedures of the FHA since its 
beginning, for the mortgagee to claim in a loss, which ordinarily is a 
foreclosure loss, the mortgagee has to deliver the property undamaged 
by fire or flood or undue waste; so as it stands at this moment, if 
there are any FHA houses which have been destroyed, and if there 
are any there are few, the mortgagee has the problem that he is not 
at this point able to claim. We are studying that problem at this 
time. 


LIABILITY OF BORROWER NOT CARRYING FLOOD INSURANCE 


Senator Fercuson. Getting to the next point, A has a home, and 
he borrows from a bank, and the bank has not required him to carry 
flood insurance, and the house is washed away. And now, is he given 
money to pay the bank? He may not have a personal liability and 
the property alone may be the security without a personal liability, 
and do you pay the bank? 

Mr. Fouery. You mean under our present system, or under this 
proposed system? 

Senator FrerGuson. Is this to pay the bank the money, and they 
did not require him to carry the insurance? 

Mr. Foutey. No; and under the State laws ordinarily applying—-and 
IT made some check on this and IT understand they apply in Kansas 
there is still a deficit liability. 

Senator Ferauson. Then he is personally liable, because he signed 
the note? 

Senator Tuyr. Which means a judgment. 

Senator Corpon. What would be the case if A borrowed 90 percent 
of the value of his property, and had paid off 10 percent of the over-all, 
and had the remainder as a claim against the property and sold it to 
B, who was not personally liable on the note, without any promise on 
the part of B to pay the debt? There are many of those cases wherever 
the transfers are, and I expect 90 percent of them relieve the new 
owner of the personal obligation, although the old owner still has it. 
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Mr. Fotry. Senator, I would like to give you a long, or fairly long 
answer to that, if I may, and it is not a full answer. 

Senator Corpvon. I do not think that those would be isolated cases, 
wx I would not ask you about it. 

Mr. Fo.tey. There are many authorities that the Government has 
placed in the Housing Agency, insurance of mortgages and other 
things, and we have learned that you have to be pretty much alert 
beforehand to the possibilities of device, and we have attempted to 
set up machinery to prevent at least too flagrant violation of the 
intent. 

Senator Corpon. And I want to say 

Mr. Fo.tey. And we would have to devise one for this. 

Senator Corpon. And I want to congratulate you on having had 
that forward-looking view. 
ya Mr. Fouey. I think we would have to devise some way, assuming 
Congress established this system, to take care of as many of the 
predictable devices to outwit the intent of Congress as we could do, 
and I think that we probably would be reasonably successful. 

w Senator Corpon. | am not sure, myself, how far it would be a 
question of outwitting, and there are equities there that would have 
to have careful consideration. 

Mr. Fouey. | think so—‘‘outwit” is a poor word—and I think it 
would be a very ingenious provision by the Congress, there is no 
question about it. 

Senator Corpon. Such a mortgage might be held by a mortgage 
company having a national coverage, where the law of averages 
could permit it to absorb a very considerable local loss and still leave 
it in the black; and it might be held by a widow next door and be 
substantially all that she had. 

Mr. Fotey. That is right. 

Chairman McKetuar. Are there any further - questions, gentlemen? 

Colonel Howse. I have another problem there, Senator, if I may 
become a housing expert for a moment. And if we have a large 
insurance company, and let us take the New York Life, for instance, 
and the FHA at the moment depends upon private mortgage money 
being available which they can insure; the New York Life wakes up 
tomorrow morning and finds out that under this ‘‘use’’ clause that 
the FHA are now studying, they do not know whether it is going to 
be invoked or not, as | understand it, and finds out that there is a 
trick in the fine print some place. You may see a lot of this mortgage 
money that is now available for FHA insurance going out that way. 

Senator Corpon. I think that they made a record after the 1906 
disaster in California, that still stands at the top of the list in that 
field. 

Mr. Fouey. I will say that they do not have to wake up to it; 
they know. 

Senator Ferauson. Do we not have to know on all of these things 
you talked about, outwitting these people, do we not have to know 
before we legislate so that there will not be the outwitting? 

Mr. Foury. As I said, Senator Ferguson, I think that I used an 
unfortunate word, “outwit,” in which it seemed to involve an intent 
to trick, but what I really meant was to defeat by circumstance the 
real intent, but it is a very complicated job. 

Senator Frerauson. What cases do we want to cover, and what 
mortgagees do we want to protect? 
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REDUCTION IN EFFECT OF DISASTER ON GENERAL ECONOMY 


Mr. Foury. I do not think, Senator, that we want to protect any 
mortgagees in the usual meaning of that word, and that is not, | am 
sure, the intention of the President or the intention of Colonel Howse 
or myself, and it is a difficult thing to explain. On the basis of need, 
as the colonel has put it in his presentation to you, it does become a 
difficult task to administer by whatever agency might have it to do, 
if it were enacted. It is not the need of the mortgagee, except as 
you might entertain a situation such as Senator Cordon has men- 
tioned, of some individual lender whose whole capital is washed away. 
But it is rather the need basically, as presented to you here today, 
the need of the Nation to have so large a disaster reduced in its 
effect upon the defense and general economy, not by indemnifving 
just on the basis of the amount of loss, but on the basis of need of 
each to be indemnified to the end that that individual part of the 
total productive capacity of the area can be restored. 

Senator Fercuson. Let me give you another hypothetical case. 
Suppose 

Senator Corpon. That is an outstanding statement, and a_per- 
fectly clear statement. 

Mr. Fotey. Thank you, Senator. 

Senator Fercuson. What would you do in a hypothetical case if 
there was a mortgagee and a mortgagor in equal financial situations, 
and a house was washed away, and would not the loss be the same to 


both the mortgagee and to the mortgagor? There may be, as was 
pointed out here, . liability on the part of the mortgagee to pay a 


personal note or sinotbion. but the present loss would be equal, 
would it not? 

Mr. Foury. As to the mortgagee’s loss and the mortgagor’s loss? 

Senator Frerauson. Yes. 

Mr. Fo.try. Not necessarily, Senator, unless you assumed that it 
was a 50-percent mortgage. 

Senator FerGuson. No; it could, also, if you had an 80-percent 
mortgage or 100-percent mortgage. 

Mr. Foury. You mean assuming a continuing personal deficiency 
liability? 

Senator Ferguson. Or where there was not a case of that, the loss 
could be the same. 

Mr. Foury. I, for instance, you had a $10,000 value and an $8,000 
mortgage owing by the borrower, and he did not have deficiency lia- 
bility, then his equity is $2,000, and that is his loss. 

Senator Fercuson. But what about the widow lady who owned the 
mortgage? 

Mr. Foury. In that type of case, where they have nothing on which 
to absorb, why, yes, the loss is greater on the lender in that case than 
it was on the borrower, because this widow lady has $8,000, her all, at 
stake; and the borrower had $2,000 of equity. 

Senator Ferauson. Well, say the man is not allowed to build on that 
same lot, and the mortgagor has lost everything. Will you recom- 
pense the mortgagor? 

Mr. Fotny. What would happen in such a case, | would suppose, 
would be that there would have to be such a handling of the case that 
equities would be preseryed, and if, for instance, just to take a for 
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instance, in the case that you have mentioned, it was found that a full 
indemnification up to 80 percent, which I think was the figure used, 
was clearly proper to pay, then there would be $8,000, and I would 
think that in the administration of that as against the particular 
type of case you have mentioned, that it would require an agreement of 
equity between the borrower and the lender for distribution of the 
indemnification payments. 

Senator Fercuson. What if the mortgagor was well able to sustain 
this loss, what is in the legislation to cover that kind of a case, and 
would the mortgagor then get their money? 

Mr. Fo.try. As proposed, or as suggested in Colonel Howse’s 
written presentation, I believe, a plan for a write-down of debt could 
be made a condition to make the payment. 

Chairman McKe.uar. Are there any other questions, gentlemen? 

If not, we are very much obliged to you. 

Senator Corpon. Have we had anything on RFC, which is going 
to administer the present loan provisions? That is the only thing 
that 1 know we should have some information on. 

Colonel Howsr. Mr. Chairman, we have the RFC plan, and the 
Under Secretary of Agriculture is available in the morning for their 
part of it. 

Senator Corpon. If we could have a half an hour in the morning, 
we could finish this, when we combine it with the information we have 
in the House hearings, and have it over with. 

Chairman McKe.tiar. We will have it in the morning, and we will 
get it through as soon as possible, because we are taking a lot of time 
and we must get through. 


RECONSTRUCTION FINANCE CORPORATION 
STATEMENT OF PETER I. BUKOWSKI, DEPUTY ADMINISTRATOR 
POSITION OF RECONSTRUCTION FINANCE CORPORATION 


Mr. Buxowsk1. Mr. Chairman, I am a newcomer here in Washing- 
ton, and I hope you will give me your indulgence and forbearance for 
any shortcomings in my statement. 

Ours has been a very intimate contact with the disaster area. For 
the last 4 months, teams of RFC personnel have been dealing real- 
istically and sympathetically with the problems of destruction of 
property and alleviation of human suffering within the framework of 
our duties and responsibilities, as authorized and directed by law. 
For this reason, we subscribe to the basic concept presented in the 
statement of justification that speedy restoration of productivity of 
agriculture and industry in this area is vital to our entire national 
economy. 

The position of the RFC on the subject matter before the com- 
mittee therefore is that this is a program recommended to the Con- 
gress by the President. The RFC, upon approval of any program, 
stands ready to administer and carry out speedily and effectively such 
part of the plan that may be assigned to it. 

The program proposed contemplates three basic things: (1) Liberal 
loans, (2) indemnities, (3) flood insurance, all under the direction of a 
Flood Disaster Administration yet to be appointed. It is to be vested 
with the responsibility of formulating basic policies and assigning 
functional responsibilities to other agencies. 
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The RFC is in this picture primarily because we are already per- 
forming, in part, one of the specified functions, namely, the making 
of loans to disaster victims. 

Senator Ferauson. Could 1 interrupt to ask you how many you 
have made and how much money? 

Mr. Buxowsk1. | will come to that later, Senator. 

Senator Fercuson. If you have it in your statement you may give 
it later. 

Mr. Buxowsk1. The RFC did not share in the preparation of the 
program but did participate in discussions relating to the carrying out 
of certain other features thereof and, specifically, the problems re- 
Jating to the indemnity and flood-insurance programs. 


DISASTER ACTIVITIES 


In order that the committee may evaluate the RFC’s possible 
usefulness in this program, I should like the privilege of presenting a 
brief background of our disaster activity. 

Our disaster lending is conducted pursuant to section 4 (a), para- 
graph 4, of the RFC Act reading: 

The Corporation * * * is authorized * * *. To make such loans as 
it may determine to be necessary or appropriate because of floods or othe 
catastrophes. 

This is broad language and gives RFC broad latitude and authority. 
Except for certain limitation to which I shall refer later, it made 
possible a series of steps as related to the Kansas-Missouri-Oklahoma 
flood areas that I believe will be of interest to this committee. 

The first flash floods occurred in Hays, Kans., on June 7, 1951. We 
immediately declared this region a disaster area. The full force of 
the flood hit the Kansas Cities on July 13 and on the same day the 
flood-affected areas in the States of Kansas, Missouri, and Oklahoma 
were declared disaster regions to become eligible for consideration of 
loans under the appropriate sections of the RFC Act. 

This was followed by the prompt establishment of emergency field 
offices with adequate staffs as rapidly as such could be assembled in 
order to render prompt assistance to disaster victims. Our regularly 
established offices or agencies are located at Kansas City, St. Louis, 
and Oklahoma City. Emergency field offices were established at 
Kansas City, Lawrence, Topeka, Manhattan, Salina, Ottawa, and 
Marion, Kans.; also, at Carrollton, Jefferson City, and Perryville, 
Mo.; and Miami, Okla. 

Recognizing the imperative need for speedy action in handling 
disaster loan applications, we simplified our procedure by (1) enlisting 
the cooperation of local banks to distribute, receive, and process loan 
applications; (2) authorizing examiners in charge of emergency field 
offices to approve loans up to $5,000; (3) authorizing agency managers 
at Kansas City, St. Louis, and Oklahoma City to approve loans up to 
$50,000—this authority being increased from $20,000. 

The foregoing program was wholeheartedly accepted by the local 
banks and it is functioning smoothly. its advantages are obvious. 
The RFC obtains the benefit of the local bank’s koowledge of the 
borrower’s character and credit; the bank shares importantly in 
serving its community. 
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Under this arrangement, loan applications up to $5,000 may be 
approved in 24 hours. Upon the issuance of a loan commitment, 
the disaster victim may proceed to make arrangements with the 
contractor for restoration of damage. ‘The commitment is assurance 
to the contractor that funds to pay cost of repair will be available. 
Where funds, as distinguished from a commitment, are emergently 
required, the bank may make a temporary loan against the approved 
RFC commitment. 


TOTAL APPLICATIONS RECEIVED 


Operating under the foregoing simplified procedure, as of October 
4 we received a total of 1,750 applications for about $21,500,000. Of 
these, 1,385 have been approved for $12,720,000; 83 were declined; 
68 withdrawn, and 214 are in various stages of processing. The 
latter are, in the main, for relatively larger amounts and aggregate 
more than $5, million. 

Our staffs report 8,877 interviews and there were handed out 2,557 
applications. It is very difficult to estimate how many more applica- 
tions may be expected. The reports from the field offices indicate that 
many disaster victims are holding back on filing loan applications until 
the prospects of an indemnity program are clarified and disposed of. 
On the other hand, there are indications that many are drawing on 
their savings accounts and other sources of their own funds to rehabili- 
tate their properties and restore damage, rather than borrow funds 
for these purposes. 

For the results so far achieved, much credit is due the banks for 
their unselfish civic-minded devotion of time and energy to this 
community service. Such service to their respective communities 
has been a long-standing tradition with local banks. 

Would the committee be interested in having the historical back- 
ground of other activities? 


NO LOAN LIMITATION 


Senator Corpon. One member would be interested in knowing 
exactly how much under the law you can loan with respect to the full 

ralue of the security that is ple ‘dged. 

Mr. Buxowskt. The discretion is broad. Our discretion is the sole 
guide to that. 

Senator Corpon. Your view is that this provision then in the act 
which you read and which I quote: 
To make such loans as it may determine to be necessary or appropriate because 
of floods or other catastrophes— 
is adequate with the general provisions of law to permit you to make 
a loan up to 100 percent if you thought that was necessary? 

Mr. Buxowski. Yes, sir. 

Senator Corpon. You are limited to repayment within 10 years, or 
are you? 

Senator McKetiar. Could you make loans up to $500,000 or 
$1,000,000? 

Mr. Buxowsk1. Yes, sir. 

Senator McKe.iar. Just any amount you wanted to? 

Mr. Buxowskt. The law permits us to make a loan in any amount, 
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Senator McKe tuar. In any amount at all, whatever in your judg- 
ment it should be? 

Mr. Buxowskt. Yes, sir, and I might say at this point that we have 
made a loan of half a million dollars in that territory, at—— 

Senator McKe.iar. That is a very frank statement, and I appre- 
ciate your telling us about it. I doubt if it has any significance here, 
but I like the way you testify. 

Mr. Bukowski. It is in our opinion a fully and well secured loan. 

Senator Taye. And the nature of the business is what? 

Mr. Bukowski. I am sorry that I can’t at this moment tell you. 

Senator Tyr. You can furnish it for the record. 

Mr. Buxowskt. I will be glad to do it. 

(The information referred to is as follows:) 

The loan referred to was authorized in the amount of $500,000, to be made to 
Central Realty, Ine., Kansas City, Mo. This is a wholly owned subsidiary of 
Central Packing Co., Inc., Kansas City, Mo., and is engaged in the business of 
meat packing. 

TOTAL LOANS AUTHORIZED TO DATE 


Mr. Buxowskr. Parenthetically, I might say that in this situation 
we have made more loans in substantial amounts than we have 
anywhere in the past. And I think it might well serve the committee’s 
purposes so know that in our corporate history or existence we have 
authorized a total of $63 million in loans, of which $50 million has 
been disbursed. I am sure the committee will be interested to know 
that of this $50 million of disbursements, the charge-offs and losses 
on these loans were about $3% million, which certainly is a tribute to 
the integrity of the American people. 

Senator Corpon. Now if you will answer the question with reference 
to vour legal limit for re payment of your loans. 

Mr. Bukowskr. At present it is 10 years. 

Senator Corpon. And your construction of the statute is that 
that applies also to disaster loans? 

Mr. BuKowskt. Yes, sir. 

Senator Corpon. What other limitations do you have upon your 
loaning authority that causes you difficulty in connection with the 
applications which you have received or which you feel you might 
receive in this area? 

Mr. Buxowskr. Frankly, as an ex post facto thing now we have no 
difficulty because most of the applications we have had in hand are 
disposed of and we are on top of the situation. 

Senator Oiuabs. What is the limitation, if any, in a disaster loan 
with respect to taking junior securities? 

Mr. Buxowskt. None whatsoever. 

Senator Corpon. In other words, if there is a loan of 80 percent 
outstanding, and the borrower needs 80 percent for prospective use in 
reestablishing that security, you could make that second loan? 

Mr. Buxowsk1. Yes, sir. 

Senator KNowLanp. What is the interest rate on it? 

Mr. Buxowskt. Three percent. May I continue? 

Senator McKetiar. You may go ahead. 

Mr. Buxowskt. Also, for the record, I want to state that our 
authority places no restriction on who is eligible for a disaster loan. 
Being aware of the functions designated for the Department of Agri- 
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culture, we obviously refrained from loans to farmers. While RFC 
concerns itself in its normal operations with loans to business enter- 
prises, in disaster lending we interpret our authority to include homes 
and housing, as well as retail and wholesale stores and manufacturing 
plants. 

LIMITATION ON CATASTROPHE LOANS 


We are operating with funds borrowed from the Treasury with an 
over-all ceiling limitation of $993 million. Within this limitation the 
present limitation on catastrophe loans is $40 million. Against this, 
we had $4,600,000 loans outstanding before the present flood situation 
developed. With recent commitments and pending applications the 
funds available for use approximate $14 million. J am of the opinion 
that a substantial increase of funds for catastrophe or disaster lending 
is necessary and, if not provided pursuant to the program presently 
before this committee, then this should be accomplished by raising 
the limitation on use of funds for catastrophe purposes from $40 
million to a minimum of $100 million. 

Senator Corpon. That was done in the House resolution, was it 
not? 

INDEMNITIES 


Mr. Bukowski. That was embraced in the House resolution. 

At this point, a brief comment on indemnities. These are intended 
to cover in part the losses sustained in real and personal property. 
It will be recalled that these fall into three groupings: Farms, homes, 
and industrial and commercial. 

If an indemnity program is authorized, there can be no disagreement 
about administration of farm indemnity functions. Any such pro- 
gram should go into the competent hands of the Department of 
Agriculture. 

Processing of industrial and commercial indemnity claims logically 
could go to RFC. There is a question on the home or housing in- 
demnities. It would appear practical that an agency or authority 
having to do with housing should be considered for the purpose. 
However, it happens to be a fact that the making of loans for resto- 
ration of damage to homes is presently an actually performed function 
of the RFC, hence it would not be illogical to consider the RFC also 
for the purpose of processing all except agriculture-indemnity claims. 

Investigation of indemnity claims and investigation of loan appli- 

cations have a great deal of similarity. The same inquiry into the 
credit and integrity background of the parties, the same kind of 
examination and evaluation and verification of damages are necessary 
for indemnity claims decisions as for loan purposes. So I think it 
would be economy for that function to be performed by the same 
agency. 

Because our staff in the field—with over 4 months of experience 
in this specifie area—and because of the smoothly working program 
of bank cooperation, it may well be that all indemnities, other than 
farms, should be assigned to RFC. If so assigned, our present think- 
ing embraces the utilization of local banks for expeditious processing 
and for the information and knowledge such banks can contribute 
to the effective carrying out of the program. 

The decision, of course, will rest with the Flood Disaster Admunis- 
tration. Our position, restated, is that we will undertake to adminis- 


iaccemsnecsabinetss 7 








REHABILITATION OF FLOOD-STRICKEN AREAS ol 


ter as carefully and as efficiently as we know how, any part of the 
program contemplated by the measure before this committee. 

Before closing with this phase of the matter before the committee, 
I should Jike to call attention to page 6 of House Document 228. 
That is the message of the President, which specifically reads as 
follows: 


Direct loans or the guaranteeing of loans made by any public or private finan- 


cia! institution upon seh terms and conditions as may be deemed necessary for 


the reh abilitation of houses, farms, and private businesses. 


I wish to make two points in that connection, 

1. Ordinarily, under appropriation procedure funds are available 
for expenditure for only 2 years after the expiration of the act. Since 
this bill is for an appropriation, it is diffic ult to understand how we 
could insure loans, the terms of which may extend over a period 
years during which term the guaranteeing agency is committed to 
purchase the loan at any time. It is, therefore, suggested that the 
following language be inserted in the act: 
ind further provided that funds committed to guarantee loans shall remain 


available for expenditure until the commitment has expired. 


2. The appropriation expires June 30, 1952. That is the one | 
just made reference to. Be yond that period the agency making the 
loan will have administrative expenses incident to the servicing of the 
loan and may find it necessary to make additional advances for pur- 
poses of care and preservation of collateral. Since, under normal 
appropriation procedures, any receipts are autom: atically deposited 
to miscellaneous receipts of the Treasury, it is believed advisable that 
provision be made for the withholding of such receipts to cover neces- 
sary expenses and advances. The following language 1s thevedane 
suggested: 

And provided further, That all receipts from loans made pursuant to this Act be 


deposited to miscellaneous receipts of the Treasury after deduction of expenses 
incurred and advances made in the adininistration and liquidation of loans 


FLOOD INSURANCE REVOLVING FUND 


Now, as to the flood insurance revolving fund. The development 
of a comprehensive workable program blueprinting its operations and 
estimating its benefits and costs has not been fully developed. It is 
contemplated that the Flood Disaster Administration will formulate 
the ground rules under which the operation will be conducted. In 
broad perspective, however, such an operation would not be new to the 
RFC, if assigned to us, 


ACTIVITIES OF WAR DAMAGE CORPORATION 


As this committee may already know, one of the RFC subsidiaries 
in World War II days was the War Damage Corporation. In its 
relatively brief existence, working in cooperation with the insurance 
industry, it collected premiums of about one-fourth billion dollars, 
and turned over to the Treasury approximately $210 million. ‘The 
total claims aggregated $1,275,000. 

Of these claims, all but 300 in number and $73,000 in amount were 
principally in our Pacific island possessions. I have some interesting 
references to what those claims consisted of, but I don’t think it will 
be important to the committee. 
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Senator Corpon. Can I ask one question there? I would like to 
know whether the collection of the premiums for war-damage insur- 
ance was made by RFC, or by insurance companies and from time to 
time paid to RFC in large or one-package amounts. 

Mr. Buxowskr. The latter was the arrangement; ves, sir. 

Senator McKetiar. Let me ask a practical question. Take a 
bank that unfortunately loans 80 percent of its capital. Could a 
bank like that make a loan if you thought that the security was suffi- 
cient? I am not suggesting that one could do it because I doubt 
the wisdom of making such a loan, but I am just asking you, could 
you do it? 

Mr. Buxowsk1. Would the chairman be good enough to repeat the 
question? 

Senator McKetiar. If a bank loaned 80 percent of its capital, 
could a bank borrow from you? 

Mr. Buxowskt. I don’t see how it could qualify because it could 
only have two types of damage; one would be damage to its intangi- 
bles, and the other would be to the tangible property; and the pre- 
sumption is that a bank should be in good enough position to take care 
of its own problem, but if it were shown that it qualified under the 
disaster loan program, we have the authority to do it. 

Senator McKe.iar. You have answered the question. Go ahead. 

Mr. Buxowskt. If, in the emergent setting up of a flood insurance 
revolving fund, administration and operation thereof by the RFC 
is deemed desirable, based on past experience with War Damage 
Corporation, then on behalf of the RFC I wish to give assurance of 
our readiness to undertake the responsibility. 

In conclusion, let me register the fact of one minor handicap in our 
loan operations. The present language of the RFC Act does not 
clearly establish our authority to make participation loans with banks 
in the case of disaster or catastrophe loans. However, if it were con- 
strued that such authority did, in fact, exist, then the limitation of 
70 percent maximum deferred participation would apply. 

We believe that speed is the essence of worth-while and effective 
assistance. However expeditious the program under which we are 
now operating, we believe that procedures can be speeded up even 
more by clearly defining RFC’s authority to make participation agree- 
ments in respect of loans in disaster areas—which is another way of 
guaranteeing loans—up to 100 percent. That makes for a speedy 
action if and when a catastrophe of this character should hit again; 
and, of course, there is no assurance that it won’t. 

Chairman McKe.iar. We are very much obliged to you. 


DEPARTMENT OF AGRICULTURE 


STATEMENT OF HERBERT J. WATERS, ASSISTANT TO THE UNDER- 
SECRETARY 


REHABILITATION OF MIDWESTERN FLOOD-STRICKEN AREAS 


Mr. Warers. I am sure I can keep my remarks very brief and still 
serve the purposes of this committee, and I will be glad to make myself 
available for any questioning on further details that committee mem- 
bers may desire. 
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Chairman McK r.iar. We would be very glad if you would put any 
statement you have in the record, and just tell us the high lights as 
voncerning this one particular matter. 

Mr. Warers. I will be glad to do that. 

(The estimate and justification follow: ) 


The recent extraordinary floods along the Mississippi, Missouri, and Kansas 
Rivers and their tributaries have caused terrific losses in agricultural production 
and productive ability. Latest reports indicate that approximately 34,000 farms 
were wholly or partially inundated by flood waters, with extensive damage to 
crops, waterways, terraces, and other soil-conservation measures on an additional 
198,000 farms in the stricken area as a result of the excessively heavy rains and 
run-off. Approximately 27,000 farm buildings and 33,000 miles of fences were 
destroyed or badly damaged. Drainage ditches suffered damages, terraces were 
destroyed, wells were polluted, ponds impaired, and silt, gravel, and debris has 
turned once-fertile land into waste. While most mobile farm equipment was re- 
moved to higher ground, damages to farm machinery in the worst flood areas 
was about $2,800,000. Damages to crops and property in the flooded ares 
exceeded $140,000,000. Latest estimates place the total value of growing crops 
destroyed or damaged at $111,000,000 in the flooded area alone. In addition, 
crops completely lost or damaged by rain, hail, or wind in areas not inundated 
were valued at approximately $274,000,000. Farmers have suffered not only 
the loss of investment in this years crops and heavy physical property damage, 
but face the prospect of heavy costs of restoring land to production along with a 
year’s operating costs before they can expect any returns from the next crops in 
1952. Total land damages from inundation on more than 4,400,000 acres 
amounted to approximately $41,000,000, including land destroyed for agricul- 
tural purposes. In addition, dams ages due to run-off amounting to $12,500,000 
were incurred on an estimated 2 25,000,000 planted acres 

The present international situation calls for high le vels of agricultural produc- 
tion. Any appreciable loss in the number of acres available for growing crops 
could result in such dimunition of food production as to greatly endanger the 
internal security of this Nation as well as its position in international affairs. 

Hundreds of thousands of acres of the richest and most productive agricultural 
land in the Nation can be brought back into production for the crop vear 1952, 
if immediate measures are taken to assist farmers in carrying out land-restoration 
measures and otherwise reestablishing the productive capacity of their farms. 
Unless rehabilitation work can be undertaken immediately, however, production 
on much of the farm land in the stricken area will be lost for next year as well as 
this year. The urgency is a matter of days, not weeks; each day’s delay lessens 
chances of getting much of the land back into needed production for livestock 
forage during the coming winter, and for needed crops in the next harvest season. 

The rehabilitation program outlined in these estimates is aimed at protecting 
the Nation’s interest in maintaining an adequate food supply, by restoring pro- 
ductive capacity of the stricken agricultural area. These appropriation esti- 
mates, therefore, are based entirely upon restoring productive capacity, and are 
restricted to the areas already designated by the President for emergency assist- 
ance. 

Project statement 


I. Direct aid for restoring productivity: 

(a) On-farm assistance, through financial aid and technical 

serv ice 28, to restore conseryv ation measures and pro- 

ductive capacity of individual farms - - _.. $16, 300, 000 
(b) Emergency restoration of channel capacity in tributary 

streams and waterways affecting more than indiv idual 

farms, and related measures . : 1, 960, 000 
(c) Grants to farm families unable to secure » loans for live- 

stock, repair or replacement of essential farm build- 


ings, house hold furniture, ete ; 1, 750, 000 

(d) Direet guidance and assistance to affec ted farm families, 
through the cooperative agricultural extension service 180, 000 
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Project statement—Continued 





The loan program: (a) Disaster loans to farmers unable to 
secure credit from other sources for replacing or repairing farm 
homes and buildings, equipment and household furnishings, 
replacing livestock, and meeting essential farm and operating 






expenses $30, 000, 000 

Total 150, 190, 000 

Da ( le provision for any indemnity payments to farmers, covered elsewhere in connection 
with the ions for the indemnity program generally 





Of the total estimate of $50,190,000, an amount of $30.000.000 would be used 
for disaster loans to farmers and would be recoverable by the Goverment through 
repayment of prineipal and interest. The estimate proposes $14,700,000 for 
financial aid to farmers for rehabilitation of agricultural lands, including restor- 
ation of conservation measures. In addition, $1,750,000 would be required for 
grants to farmers who are unable to secure loans for livestock, repair or replace- 
ment of farm buildings, household furnishings, equipment, ete. The remaining 
$3,740,000 is proposed for restoration of channel capacity in tributarv streams 
and waterways, on-farm technical services and cuidance to farmers, and necessary 
administrative costs 

The breakdown of the total estimate, as indicated in the above project state- 
ment, reflects the needs for flood relief and rehabilitation in agricultural areas 
based on the best information presently available. It is not possible at this time 
to estimate, in precise terms, the amounts required for the individual programs or 
to anticipate all detailed needs that might develop as the program progresses, such 
as special economic appraisals, and informational and other materials and services. 
It is assumed that funds requested herein will be available for any such purposes 


as the need therefor becomes apparent 
I. DIRECT AID FOR RESTORING PRODUCTIVITY 
"7 On-farn assistance, through financial avd and lech nical R¢ rvices, lo re slore COn- 


Sé pati mm menrsures and produc fine capacity of endividual farms 


The flood waters, excessive rainfall and run-off have caused terrifie losses in 
agricultural production in areas in Missouri, Kansas, Oklahoma, and Illinois. 
Hundreds of thousands of acres of the richest and most productive agricultural 
land in the Nation can be restored and brought back into production for the crop 
vear 1952 if immediate measures are taken to assist farmers in carrying out land- 
restoration measures. 

The present international situation calls for high levels of agricultural pro- 
duction Any appreciable loss in the number of acres available for growing crops 
could result in such a diminution in food production as to greatly endanger the 
internal security of this Nation as well as its position in international affairs. 

Financial aid in carrying out emergency practices.—Ilt is planned to offer assist- 
ance to farmers on the basis of individual farm needs as established by the farmer 
in consultation with his local county committee of the Production and Marketing 
Administration. 

The rate of assistance for urgently needed practices to restore the agricultural 
economy in the flood area generally will not exceed 80 percent of the cash cost of 
the necessary work. The assistance will be rendered on an individual farm basis, 
and will be tailored to the needs of each farm. Farmers will furnish all necessary 
labor. The contribution of the Government toward the cost of carrying out these 
emergency practices is about 30 percent more than the assistance provided for 
practices under the regular agricultural conservation program. This assistance 
would include the following: 


Establishing or reestablishing pastures, hav, forage and cover crops, 
including such light applications of minerals as are necessary $3, 700, 000 

Latest reports indicate that more than 596,000 acres of land 
should be seeded to desirable grass-legume mixture or a type of 
cover that will provide grazing this fall and winter. The seed- 

ing selected will serve the dual purpose of livestock forage at the 
earliest possible date and the introduction of necessary humus 

in silted soils that would otherwise be in very poor condition to 
produce in 1952. Sinee the floods may have increased leaching 
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this type of seeding will require mineral applications in many ins- 
stances. Such applications and the desirable seedings on each 
farm will be based upon technical recommendations provided by 
local representatives of the agricultural agencies and farmer 
experience, 

In this type of restoration work, only a very short time re- 
mains in the fall of 1951 for these seedings. If the Government 
investment is to be well handled in the interest of the farmer and 
the national production goals, assistanee should be made avail- 
able immediately. 


tedigging and clearing open field drains $5, 000, 000 
An estimated 1,000,000 acres of bottom land in the flood area 
that was ditched before the disaster will need extensive clearing 
or redigging operations. In those cases where channels have 


shifted and left pockets of stagnant water on good land it will be 
necessary to provide for draining these stagnant pools so that 
the soil may be put back into use. These measures should be 
undertaken immediately on each farm in order to protect fall- 
seeded field crops and wheat from further damage by winter 
and spring rainfall, 


Rehabilitation of stock water facilities 1. 500. 000 
It will be necessary to clean or replace wells and livestock 
ponds that support a valuable livestock industry Since the 


disaster area includes a large proportion of the general livestock 
industry of the Midwest, it is imperative that immediate steps 
be taken by the producer whose water supply has been lost or 
damaged. Most damage is from siltation. A few structures 
were damaged by overflow where excessive rainfall surpassed 
any record of recent times. It is estimated that $100 to $150 
will be sufficient to assist in restoring the average development. 
Restoration of terraces, fences, erosion-control measures, and clearing 
debris from flooded land 1, 500, 000 

Field estimates indicate that damage to terraces, waterways, 

and erosion-control dams will approximate $825,000. The addi- 
tional needs represented by loss or damage to some 33,000 miles 
of fences, the necessity of removing debris from valuable land 
sites, and the deep plowing required for light sand deposits on 
good land, is an over-all job the cost of which cannot be borne 
by most farmers who have lost their 1951 crops and in some cases 


their machinery and livestock. After a determination has been 

made as to the work needed on each farm, the farmer will be 

advised as to the assistance he may expect in getting the work 

done. - ooo 
Total, on-farm financial aid 14, 700, 000 


Administrative expenses to administer financial aid program in the 
designated disaster areas comprising 157 counties in the States of 
Oklahoma, Kansas, Missouri, and Illinois . 985, 000 


PMA county committee costs in connection with contacting farmers and 
determining the need for assistance and the type of assistance needed, allo- 
cating funds to different practices and issuing notices of approval of assist- 
ance, arranging for vendors to furnish materials and equipment for the 
restoration work, determining performance, processing vendors vouchers and 
payment. vouchers of farmers, ete.; also National and State office operating 
costs (primarily tr a and communications) in connection with supervision, 
coordination and general servicing of the program. 

On-farm technical services to farmers on repair and rehabilitation of land and 
improvements.— Very heavy rains which resulted in floods produced unprecedented 
damages to farms. Soils were saturated from previous heavy rains during May 
and June. As aresult of high intensities of precipitation exceeding several inches 
per hour in many places, land and improvements including conservation measures 
such as terraces, terrace outlets, waterways, ete., on individual farms were 


severely damaged. The amount of runoff exceeded any reasonable design capac- 
itv. Rainfall conditions were of the type that might not be experienced more 
often than once in 50 vears. As a result, farmers are confronted with the problem 


of extensive repair and reconditioning work to get the land in shape for planting 
the next crop. This, coming on top of extensive and often total crop losses, 
makes it imperative for the Government to render emergency assistances 
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Stream flow in central Kansas during the month of July was 7,000 percent of 
normal. Flood stages reached were the highest ever known or were exceeded only 
by the flood of 1844. Farm fields along many bottom lands were so cut up by 
floodwaters and so covered with debris that replanting will be impossible until 
emergency aid is available. Waters now standing on the land must be drained. 
Field drainage lines must be repaired, wells and other water facilities reconditioned, 
fences repaired and replaced, etc. 

It is planned to employ additional farm planners, conservation aids, and other 
professional and subprofessional employees locally and from State colleges and 
universities to work under the direction of trained supervisory personnel already 
located in the flood area. 

Assistance will be given to individual farmers in planning and rehabilitation 
work and in providing needed technical assistance in laying out the work on the 
ground and in supervising construction where necessary. 


Emergency repair of damage and rehabilitation of land and improve- 
ments on upland farms as a result of excessive rains and runoff . $350, 000 
Technical services would be rendered in connection with the 
following types of operations in the devastated areas: Repair of 
breaks in terraces and terrace outlets; sloping and seeding of 
washed-out waterways and other gullies caused by storm; repair 
of breaks in farm ponds; repair of other conservation structures; 
emergency seeding of washed-out areas in fields and pastures to 
prevent further erosion; anda replanning conservation on farms 
where damage has been so severe as to require extensive adjust- 
ments in land use; i. e., where cultivated fields have been so eroded 
as to require a change-over to permanent type of vegetation—as 
from corn to grass. 
Technical assistance to farmers on repair of damage, and repair and 
rehabilitation of flood damages on overflowed farms 265, 000 
The technical services would b> furnished for the following types 
of operations: Clearing of debris from land; ditching to drain 
floodwater back into stream channels to permit cultivation; 
levelling of lands and filling of gullies and depressions scoured out 
by flood waters; cleaning of field drainage ditches and tile lines; 
cleaning of water facilities, as wells and ponds used for livestock, 
or, in cases of destruction, location of new wells and facilities; 
repairing and replacing fences necessarv for proper land use; and 
emergency seeding of bottomland-to assure protection and provide 
for forage, feed, and hay crops. 


Total, on-farm technical services -_— — —_ bes 615, 000 


Total, on-farm assistance, through financial aid and technical services: 
$16,300,000. 


(b) Emergency restoration of channel capacity in tributary streams and waterways 
affecting more than individual farms, and related measures 

The heavy rains caused extensive erosion from farm lands and stream banks in 
an area in Kansas, Missourt, Oklahoma, and Illinois. The runoff and floodwaters 
deposited sediment and debris in the channels of many tributary streams, water- 
ways, and ditches. With inadequate channel capacity to carry the water, it broke 
through stream banks and flooded over adjacent bottom lands. Portions of the 
channels of many streams are still tilled with the sediment and other debris. Before 
farmers can safely reclaim the adjacent lands and get them back into production, 
the carrying capacity of channels must be restored and actual and imminent 
break-outs and cut-offs must be plugged so that the runoff from storms of frequent 
intensity and volume can be carried off without repeated flooding of adjacent 
bottom lands. Large gullies caused by the runoff need to be checked to prevent 
rapid headward growth and emergency measures are required to contain sediment 
until conservation measures on uplands can be established. 

The work affects groups of farmers and communities and cannot be accomplished 
by individual farmers. It must be done quickly if the lands are to go back into 
needed immediate production. 

The emergency work would be carried out through the Soil Conservation Service 
with its regular field organization, adjusted to the extent necessary to handle the 
additional workload, in cooperation with local units of Government. The Soil 
Conservation Service would prepare the necessary plans, designs, and specifications 
and arrange for contractual accomplishment of the work whenever possible. 
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1. To clean debris and sediment plugs from streams, channels, | Miles... .-__} 205 | $620, 000 
and from locations above bridges, where necessary to | 
restore channel capacity to that existing before the flood. 
2. To clean and reconstruct minor drainage ditches and out- do | 1, 240 615, 000 
lets which serve more than one farm, 
3. To construct dikes and barriers necessary to close cut-offs | Jobs_--_-- 40 180, 000 
and return stream flow to original channels. 
4. To provide emergency protection for stream banks where .do a) 185, 000 
necessary to prevent imminent changes in stream courses. 
5. To construct channel-stabilization structures where neces- | Each 120 360, 000 
sary to prevent rapid headward growth of major gullies or 
valley trenches formed during the flood. 
FO inn Dec de bee eS case be RE e keke 1, 960, 000 


(c) Grants to farm families unable to secure lcans for livestock, repair or replacement 
of essential farm buildings, household furniture, etc. 


’ 

To provide for funds in the form of granis to farm families unable to secure loans» 
$1,750,000.— Many thousands of farm families in the flood-stricken areas of the 
Midwest who suffered losses of crops, livestock, machinery, and equipment, and 
destruction or damage to farm buildings, fences, waterways, terraces, and other 
soil losses do not have funds available or a basis for obtaining necessary credit 
with which to replace or repair the property and continue in the farming business. 
Many of these farmers are tenant operators whose resources at the outset were 
very limited. The losses of livestock and destruction or damage to growing crops 
alone have resulted in the loss of a year’s income for many of these families. It is 
anticipated that many farm families, including owners and tenants will need 
grants to replace livestock, purchase feed, replace or repair farm buildings, replace 
household furniture, and meet the cost of land restoration. There is also a need 
for grants in connection with rehabilitation of water-supply systems. 


(d) Direct guidance and assistance to affected farm families through the Cooperative 
Agricultural Extension Service 

For guidance and assistance through Extension Service, $180,000.—The conditions 
resulting from the serious floods present numerous problems of major magnitude 
to the farm families involved. Where dwellings have been destroyed new homes 
will have to be constructed or other places of residence found elsewhere. Badly 
damaged homes will require rehabilitation calling for the employment of techniques 
and methods with which rural people are not familiar with the exception of those 
few who have previously suffered a similar experience. Individual family counsel 
and assistance will be required in connection with rehabilitation of home-heating 
systems, water supplies, and plumbing, electric circuits, floors and woodwork, 
household mechanical equipment, furniture, etc. 

Likewise, a similar help will be needed with respect to disease-prevention meas- 
ures and the handling and disposal of food supplies affected by the flood, and a 
host of other problems associated with getting homes rehabilitated as well as 
possible prior to the winter period. Help will also be needed with developing 
economic plans for reconstructing farm buildings that will serve the purpose and 
at as low cost as possible, in rehabilitating notor-driven and other farm equipment 
inundated by flood waters, in replanning the farming system in light of the flood 
damages incurred to the physical plant, and the proper care and handling of 
livestock until such time as permanent quarters and normal feed supplies can be 
made available. 

The extent and nature of the job to be done is such that a very great amount of 
personal consultation and guidance is necessary for the families involved over 
and above that which it will be possible to render through the existing extension 
staff in the counties involved. The nature of the requirements are such that in- 
tensive help is essential in the weeks remaining prior to about December 1 in 
order that the families involved may be reasonably well equipped to go into the 
winter months with safe and sanitary homes, with shelter for their livestock, and 
with their equipment in shape to take care of such farm work as possible during 
the fall months. If this job is to be done on time and adequately, special help 
will be needed to give full time to such direct guidance and assistance. 

There are no extension funds available from Federal sources which can be allo- 
cated to the States to deal with a problem of this type. In view of the much more 
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spectacular and easier discernible damages within the States involved which will 
require heavy State expenditures, such as the repair and replacement of roads, 
bridges, and the like, it is quite improbable that any significant amount of State 
funds can be made available for equally essential but less spectacular type of 
reconstruction and rehabilitation work needed on individual farms. <A few dollars 
well spent in giving requisite guidance and assistance to affected individual farm 
families will result in very significant rehabilitation work being done contributing 
directly to human welfare and done largely through the resources and initiative 
of the farm families themselves. 

However, practical advice, counsel, and demonstration as to ways and means 
of self-rehabilitation will be essential to insure that this accomplishment is 
attained. 

Il. THE LOAN PROGRAM 


a) Disaster loans to farmers unable to secure credit from other sources for replacing 
or repairing farm homes and buildings, equipment, and household furnishings, 
replacing livestock, and meeting essential farm operating expenses, $30,000,000 
\s a result of the extensive damage from excessive heavy rainfall, runoff, and 

floods in the stricken area, farm operators are in immediate need of credit with 
which to place their farming operations on a going basis. The immediate on- 
the-farm needs are to replace or repair damaged or destroyed farm buildings, to 
remove the debris and silt from farm lands, to dig out or replace fences that have 
been damaged or destroyed, to reseed waterways that have been washed out, to 
replace terraces that have washed away, to replace lost or destroyed household 
furnishings, to purify or rebuild water supplies, and for seeding of cropland, 
including reseeding pastures and legumes. There will be an extensive need for 
loans in the early spring months to meet annual operating costs. In addition to 
the immediate need for financial assistance in the area, many farmers, because 
of the extensive property damage suffered and the partial or total loss of farm 
income for the year, will require emergency-type Government loans over a con- 
siderable period of time. In other words, it will likely take several vears for many 
farmers in the stricken area to overcome the losses suffered so that they will be 
in & position to return to normal credit sources. 

Under the present authorities of the Farmers Home Administration, farmers 
are being assisted in the stricken area with loans, to the extent of the availability 
of funds, under its regular farm ownership and farm housing loan programs and 
under the production and subsistence operating loan program. Under existing 
authorities, funds available each year for farm ownership loans must be distributed 
between States based on farm population and prevalence of tenancy Under 
this formula, States in the flood-stricken area, will receive only a limited amount 
of farm ownership loan funds during 1952. However, authority is available to 
the Administration, pursuant to the provisions of Public Law 38, approved April 
6, 1949, to make disaster loans in this and other areas to farmers who have suffered 


losses and who are unable to obtain loans from local credit sources. Such disaster 
loans may be meade for any agricultural purpose, including operating expenses 
and real estate restoration. Exeept for the fact that no funds are included in 


disaster loans for the refinancing of existing indebtedness, disaster loans ean meet 
practically all of the types of credit assistance needed in the flood areas by indi- 
vidual farmers unable to secure credit from other sources 

Except for the authority contained in the Housing Act of 1949 for the making 
of farm housing grants to make minor repairs to farm dwellings, the Farmers 
Home Administration does not have authority to make grants in this or any other 
area to meet the apparent urgent need of many farm operators who are unable 
to continue operations without such assistance, 

The demand for disaster loans in this area is already heavy. It is anticipated 
that this demand will increase substantially during the next 30 to 60 days and 
will remain at a high level for a considerable period of time. These loans are 
available only to farmers in the stricken area who have suffered substantial losses 
and who are unable to obtain credit from local sources to continue their operations. 
The demand for loans is aggravated because there is such a large number of farmers 
affected in the stricken area and this is resulting in an unusually heavy strain on 
local credit sources. This situation is also aggravated by the fact that the extent 
and nature of the property losses sustained by a substantial number of farmers 
have rendered them ineligible for local private credit to replace or repair the dam- 
aged property and to finance their continued operations. This estimate includes 
funds for making loans to meet current operating costs, to replace or repair essen- 
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tial farm equipment, and to repair or replace household furnishings, for land 
development, and to replace or repair farm dwellings and other buildings, and for 
administrative costs in connection with such loans. Disaster loans will be made 
at 3 percent interest for any of the many purposes enumerated. 

An additional $30,000,000 is required to meet the loan needs of farmers in the 
flood-stricken area. Allotments from existing balances in the disaster loan revolv- 
ing fund under Public Law 38 (8Ist Cong.) have already been made for the States 
involved, and loans from such allotments are now being made. However, the 
July 1, 1951, balance of about $13,000,000 in the fund available for loans plus 
the anticipated collections of $19,000,000 during the year will be wholly insufficient 
to meet the need in the flood areas and in other areas of the United States where 
production disasters have occurred, or probably wiil occur during the 1951 crop 
vear. 


Rehatilitation of midwestern flood-stricken areas allocation to De partme nt of 
Agriculture) 


FUNDS AVATLABLE FOR OBLIGATION 





Estimat 
198 
Allocation from ‘‘Rehabilitation of midwestern flood-stricken areas” g 4). (XM) 
OBLIGATIONS BY ACTIVITIES 
si Fetin 
Description 
escriy ) 108 
) iid for restoring productivity 
On-farm assistan through financial aid at ( s t tore 
conser tio ures and product ( \ j I rl < wd OOM 
I reeney mn channel city tributary rear vat 
vA (Fe re n lividual far ! ted ‘ ) () 
Gr t ! m inable to s re lo t ( i ‘ 
n f nt buildi s, hou | W ré ' 
i t Ace 1 t e to afte ; vugh t Cooper 
Agricultural Extension Service TkO. OO) 
Subt ” ww On 
rover 
Disaster | I ble ecure edit ) ] 
repairir h buildings uipn it. } urnishin 
pla ! I ‘ ] r ne ' ‘ i 
I tH] \ 
ley ‘ | y wl 
tis t VY provra erally 
Reehab ation oft midwestern flood-stricken areas allocations to De partment of 
) » 4 , 5 
Ag sidure Production and Marketing Administration) 
OBLIGATIONS BY OBJECTS 
Objee | ification 
(06 OP rintir nd reproduet 7 AM 
( ther contractual service 
rransfer to *‘Administrative xypenses, sec 99, Avr Itural Adjustment Act of 
1938"" for Notional and State office operating expense 20. 000 
rransfer to *‘Local administration, see, 388, Agricultur Adjustment Act of 193s’ 
for county Com ittee operating expenses 17. 500 
(rants, subsidies, and contributions 14, 700, 000 


otal obligations 5, 685, 000 
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Rehabilitation of midwestern flood-stricken areas (allocation to Department of 
Agriculture—Soil Conservation Service) 





OBLIGATIONS BY OBJECTS 





Object classification Estimate, 1952 
Total number of full-time positions : , ia Fade in 179 
Full-time equivalent of all other positions r= 8 
Average number of all employees : : 174 
01 Personal services 
Full-time positions $631, 000 
Part-time and temporary positions : 22, 000 
Payment above basic rates P 2, 000 
Total personal services ee : 655, 000 
02 Travel : 86, 000 
03 Transportation of things bad ; 1, 600 
04 Communication services epee 5, 200 
05 Rents and utility services ol ia a A 1, 200 
06 Printing and reproduction | 500 
07 Other contractual services | 1, 780, 000 
08 Supplies and materials 44, 000 


15 Taxes and assessments 1, 500 


Total obligations 2, 575, 000 


Rehabilitation of midwestern flood-stricken areas (allocation to Department of 
Agriculture—Farmers Home Administration) 


OBLIGATIONS BY OBJECTS 


istimate 

Object classification E . ’ 
Full-time equivalent of all other positions. -_- : ' P 101 
Average number of all employees phen ; 101 
01 Personal services: Part-time and temporary positions . ‘ seine’ $321, 375 
02 Travel al ee ote 46, 950 
04 Communication services 2, 000 
11 Grants, subsidies, and contributions.__. 1, 750, 000 
15 Taxes and assessments ar gh ‘ ion 4,675 
16 Investments and loans. -__- ae : eee 29, 625, 000 
Pital CUNO sais cicedindesceas = sisi ib acaeeana aipiitenall 31, 750, 000 


Rehabilitation of midwestern flood-stricken areas (allocation to Department of 
Agriculture—Extension Service) 


OBLIGATIONS BY OBJECTS 


Object classification estimate, 1952 


11 Grants, subsidies, and contributions (payments to State extension services). ........... | $180, 000 
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Rehabilitation of midwestern flood-stricken areas (allocation to Department of 
Agriculture—Summary) 


OBLIGATIONS BY OBJECTS 


Object classification E itimate, 1952 


SUMMARY OF PERSONAL SERVICES 


Total number of full-time positions.............--------- nate a ee ae ee 179 
Full-time equivalent of all other positions --- , de ; ao 109 
Average number of all employees__.....-.----- : ‘ 275 
01 Personal services: 
Full-time positions. ..... ambi is =e ane en $631, 000 
Part-time and temporary positions : ; . 343, 375 
Payment above basic rates. -- esas 2, 000 
Total personal services Secndins 4 | 976, 375 
02 Travel : Bow oa J ‘ : 132, 950 
03 Transportation of things 1, 600 
04 Communication services 7, 200 
05 Rents and utility services * 7 i : 1, 200 
06 Printing and reproduction 8, 000 
07 Other contractual services 2, 757, 500 
08 Supplies and materials 414, 000 
11 Grants, subsidies, and contributions ‘ 16, 630, 000 
15 ‘Taxes and assessments . eB : aw 6, 175 
16 Investments and loans 29, 625, 000 


Total obligations. - beste asian antacid an ‘ . si 50, 190, 000 


GENERAL STATEMENT 


Mr. Waters. The Department of Agriculture at the time of this 
flood made very extensive surveys in the area through our county and 
State agricultural mobilization committees, and these committees are 
coordinating bodies consisting of the heads of all of our agencies as 
well as the State agencies at the State and county level. 

We investigated first the extent to which we could provide assistance 
within our existing programs with the funds already available, and 
carried out such assistance to the greatest extent possible. As a 
further result of that survey, we compiled recommendations for 
providing further assistance within our existing programs that we 
believed necessary to restore the productivity of the area. We 
recommended to Colonel Howse the amount of funds which we felt 
necessary to do that job. 

The Agriculture Department has approached the problem in this 
area strictly from the standpoint of getting that big agricultural area 
back into production. Such a heavy loss is serious at any time and we 
certainly regard it as more serious at a time when we have such an 
urgent need for abundant production. I believe Colonel Howse has 
certainly emphasized the extent of the loss sufficiently not to require 
any repetition. 

The types of measures we have proposed for restoring productivity 
were based upon, or I think were justified, on the basis of the public 
interest in that food supply, rather than the basis of the need for 
individual assistance. We are thinking of the Nation’s need for the 
food that could be produced in the area, above the individual’s need 
for assistance, however great that may be. 
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ON- AND OFF-FARM ASSISTANCE 





Our proposal for restoring productivity broke down generally into 
on-farm assistance in which we propose that the Government assume a 
share with the farmer for certain specified practices that will restore 
the production of flood-damaged land, and we also proposed off-farm 
assistance that consisted principally of emergency restoration of 
channel capacity and tributary streams and waterways, and types of 
problems that affect more then Rny one individual farm and would 
not be any one individual’s responsibility. 

We also proposed expanding our existing disaster loan program 
through which the Department has maintained disaster assistance in 
all parts of the country under any type of disaster. It is our recom- 
mendation that additional funds would be needed for that program 
in this area. 

: AGRICULTURAL EXTENSION SERVICE 


We also propose a small amount for additional direct guidance and 
assistance to affected farm families in the area through the Agricul- 
tural Extension Service, and we have proposed a very limited grant 
recommendation to supplement our Farmers Home Administration 
program. The grants were proposed primarily for the problems that 
involve tenant farmers in the area, and are proposed to be used in 
conjunction with disaster loans where we had the types of cases where 
a loan might not be practical, and the farmer would not be in a position 
to repay it on top of existing indebtedness, whereby a limited grant 
and loan combination might put him in a position to get back on his 
feet as a result of the loan. 

These recommendations of the Department of Agriculture are 
entirely separate from the general indemnification proposals, which 
we have also supported. We believe they are all based on land restora- 
tion. It took precedence in our opinion for immediate need of the area. 

Senator Corpon. May I ask a question there? The House action 
included all of your request except the $1,750,000 for grants? 

Mr. Warers. That is correct. The type of damage that was not 
included in these proposals but was proposed to he included in the 
general indemnification will tnclude land that we believed damaged 
bevond immediate restoration, and we have an estimate of approxi- 
mately 113,000 acres of land that cannot be restored and will be wiped 
out as practically a total loss. Under general indemnification pro- 
posals. on the basis of need the individual would receive some rec- 
ompense for the loss of that property, and also for buildings, farm 
machinery and other productive facilities which we have not proposed 
for inclusion in our land-restoration program, 

| might say as far as our disaster loans are concerned that it might 
partly answer the question of the Senator from Minnesota. We pro- 
vided in 1949, 1950, and 1951, disaster loans through the Department 
vf Agriculture amounting to about $600,000 in that area. Under our 
Farmers Home Administration and the disaster loan pone, the 
disaster areas can be proclaimed in any part of the countr 

Senator Torr. Then the type of a loan that you gr: toed in the 
flooded area earlier, that is in the year of 1950 and early 1951, would 
be the same type of a disaster loan that you would intend to loan in 
this area of Kansas and Missouri? 
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Mr. Warers. That is correct, Senator. 

I think that that generally outlines the program of the Department 
of Agriculture which we have in mind, except to emphasize the urgency 
of particularly the land-restoration phases of this program. We feel 
that if this land is to be brought into production for next year, it is 
important that a lot of this work get started very soon, particularly a 
lot of the channel clearance, and a lot of the on-farm practices that 
are necessary this fall if we are going to get production next vear. 

Senator Tuy. Well, if in the event C ongress did grant this one 
particular fund here that is made me ws of, $1,750,000, would that 
be general in its application across the Nation or confined to that 
specific area? 

Mr. Warers. That would be confined to this area to supplement 
the disaster-loan program in this area. 

Senator Tyr. But in the area previous to this particular flood, 
you never went into an area to assist the individual owner in clearing 
off the debris and the regrassing of the gullies, or the water runways, 
and the like of that, did you? 

Mr. Warers. To some extent under our existing programs that is 
done. 

Senator Ture. That would be under your soil-conservation pro- 
grams, but there it is a question of what you may earn and which is 
a question of what you may earn and which is a very limited amount 
to each quarter section or each individual owner, but in this instance, 
you would go in and it might cost several hundred dollars of which no 
credit was provided there or there were no earnings whatsoever to 
allow that expenditure. 

Chairman McKe.uar. Are there any other questions, gentlemen? 

Senator Hennings, do you have a statement? 


FLoop REHABILITATION IN THE Missourt BAsIN 


STATEMENT OF HON. THOMAS C. HENNINGS, JR., A UNITED 
STATES SENATOR FROM THE STATE OF MISSOURI 


Senator HeNnNiINGs. I want to thank you, Mr. Chairman and mem- 
bers of this committee, for giving us the opportunity to come here this 
afternoon. Colonel Howse has made an excellent and comprehensive 
statement, as have the other gentlemen here. 

Chairman McKetiar. We are very much obliged to you for coming 
down. You have got a very serious situation there that we all have 
the greatest sympathy for. 

Senator Hennines. Mr. Chairman, I am deeply grateful to you 
and to the members of the Senate Appropriations Committee for the 
sympathetic understanding and cooperation which you have shown 
by scheduling such prompt hearings on the problem of flood rehabili- 
tation in the Missouri Basin. 

As you know, Mr. Chairman, Senators from the Missouri River 
Basin have been especially concerned about obtaining immediate 
relief and rehabilitation assistance for the flood victims. You will 
recall that on September 18 I wrote you requesting that the Senate 
committee consider holding hearings more or less simultaneously with 
the House. At that time you promptly indicated your sympathy and 
your desire to do what vou could in the matter. It apparently was 
not feasible for your committee to then hold hearings. Following 
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passage of House Joint Resolution 341 in the House, on October 4, I 
wrote you expressing my hope that it would be possible for you to hold 
hearings on the bill immediately. Your response has been most 
gratifying to us all. 

I know that I speak not only for myself but for all the people in the 
flood-stricken area when I express our sincere gratitude for this prompt 
action to insure that this extremely important measure would be 
enacted before Congress adjourns. I would like to add one further 
word of thanks to you, Mr, Chairman, and to the members of your 
committee for the promptness with which the additional funds for the 
President’s disaster relief fund were approved in order to meet the 
most pressing emergency needs arising from this disaster. 

All of the members of this committee | am sure are familiar in gen- 
eral with the scope of the devastation in the flood area. Yet, unless 
one has actually been in the area and seen the destruction at first hand 
and talked to the people, it is almost impossible to comprehend fully 
the impact of the disaster—the worst disaster of its kind in the 
Nation’s history. While pictures are inadequate to describe the full 
extent of the ruin and misery, nevertheless, I thought the members of 
this committee would surely be interested in looking over two graphic 
portrayals of what will always be remembered in the stricken area as 
Black Friday, July 13, 1951. 

I have here an exhibit prepared by the St. Louis Post-Dispatch and 
another prepared by the Columbian Steel Tank Co. of Kansas City 
for your information. 

(The exhibits referred to were filed with the committee.) 


RELIEF THROUGH EMERGENCY DISASTER APPROPRIATION 


Senator Hennincs. The emergency disaster appropriation has been 
of tremendous benefit in meeting the most immediate and urgent 
needs arising out of the flood. It has served to relieve human suffering, 
provide temporary shelter, food, clothing. It was used to restore 
transportation and communication facilities and for public health 
measures to prevent disease and epidemic. This is in no sense, 
however, a complete answer. The problem which we are faced with 
is one of economic rehabilitation. Here we are confronted with a 
large and highly productive area of our country which is still suffering 
from paralysis. Business and industry and agriculture which were 
completely immobilized must be restored to full capacity. So long as 
farmers cannot produce, so long as business and industry remain 
crippled, so long as wage earners remain unemployed and their skills 
idle—there is a serious threat not only to the economy: of that area 
but to the economy of the entire Nation. ‘Loss of productive capacity, 
particularly on defense contracts, the ruin of crops, destruction of live- 
stock and the disruption of normal business activity are all factors 
which as a nation building for defense we simply cannot afford. We 
must face up to the situation and we must aie it with bold and 
constructive measures. 

On August 1 I introduced S. 1935, the Floods Claims Act of 1951, to 
provide a measure of indemnity for losses suffered in the 1951 floods. 
As I pointed out at that time, while the measure represented a new 
concept of meeting disaster in this country, it was patterned after the 
method used in the Philippine Rehabilitation Act creating a War 
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Damage Commission, which was authorized to make compensation 
for physical loss or damage to certain kinds of public and private prop- 
erty occurring in the Philippines as the result of World War II. 
Direct rehabilitation of a somewhat similar nature was provided by 
the Federal Government in the emergency land conservation measures 
and direct financial aid to meet the national disaster caused by the 
severe drought in the thirties. Where a national disaster occurs of 
such proportions that the resources of the individuals and communities 
and States affected are inadequate to meet the need and where the 
impact has such a staggering effect on the national economy, | can 
see no alternative except for the Federal Government to provide help. 


FEATURES OF PROPOSAL 


The major features of my indemnification proposals were incor- 
porated in the message which the President sent to the Congress on 
August 20. In his message at that time, the President said that the 
indemnity proposal 
will revive the region of the Nation now badly hurt—a region of such importance 


to the security and welfare ‘of the whole country that its revival must be the 
immediate concern of all of our citizens. 


The measure which has been passed by the House, House Joint 
Resolution 341,. provides assistance in the form of loans but does not 
include either the provisions for indemnity or the insurance pro- 
visions recommended by the President. In that connection, 1 would 
like to quote again, briefly, from the President's message: 

Loans, even on liberal terms, are not enough to meet this situation. People 
who lost their homes, farms, and businesses now have little or no security to offer 
alender. Very few, if any, individuals or businesses had any insurance protection 
against their flood losses. Generally speaking, private insurance companies have 
not offered such protection because of the uncertain nature of the risk. Conse- 
quently, many people were left after the flood with nothing, or with nothing but 
their debts. If they could borrow more, new loans added to the old ones would 
create a debt burden that for an indefinite time to come would be a drag on the 
economic vitality of the region and would impair its ability to contribute to 
building our national security. 


EXTENT OF DAMAGE 


Just for the record, let me point out the damage occurred in an 
area extending a thousand miles in length. The loss was estimated 
at $24 billion. Some 5 million acres of land were inundated and 
30 million acres suffered erosion. Almost 140 communities were 
inundated. Of the 385,000 people who were displaced persons at the 
height of the flood, about 15,000 families are still, almost 3 months 
later, unable to return to their homes. The loss to the Federal 
Government in tax revenues has been estimated at $250 million. In 
addition to the figures representing physical loss which can be cited, 
there was also the loss of hundreds of thousands of man-hours on a 
farm and factory output, which probably cannot be estimated. 

I have pointed out that where the disaster is of such magnitude 
that it cannot be met by the resources of the area involved, the Federal 
Government must step in. It is of equal importance, I believe, to 
point out that the Federal Government has a direct responsibility be- 
cause it has failed to provide the necessary protection by means of an 
integrated, comprehensive water program. Jurisdictional disputes 
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and interagency differences have operated to delay realistic planning. 
The Missouri Basin States have not been blameless certainly in this 
respect and their substantial disagreement on plans and methods had 
further retarded constructive action. But I feel that the main re- 
sponsibility lies with the Federal Government because in a program 
which must, of necessity, be as extensive as this and which crosses 
so many State lines, the initiative is properly a function of the Federal 
Government. 

The Federal Government is still directly involved and responsible 
because of the failure of the Army engineers, an arm of the Federal 
Government, to provide adequate warning. This is a matter which 
has been of grave concern to me and for which I have received no 
adequate explanation. I have here a photostat of the Kansas City 
Times of that Black Friday, July 13, where a large box on the front 
page reads: 





Rie te pcs neat Bs Kcr on. 


Central industrial district safe. There is no danger to the central industrial 
district on the Missouri side from*the flooding Kaw River, Col. R. P. West, acting 
chief of the Kansas City district Army engineers, said early today. 

(The photostat referred to was filed with the committee.) 

1 would also like to quote from a memorandum by R. M. Hatfield, 
Vice Chairman of the Munitions Board, based upon a personal plant 
inspection made on July 22. Speaking of the Sonken-Gallamba Corp., 
located in the central industrial area, and one of the most badly 
damaged defense plants visited, the memorandum stated: 





Due to the confusion at the time the flood was threatening, practically no warning 
was given this company. Asa result, several of their large furnaces had not been 
tapped and were full of molten metal when the flood waters hit, causing consider- 
able damage to the furnaces. 

As explained in the memorandum, this company produces brass and 
aluminum ingots and pig for most of our aluminum process manufac- 
turers throughout the country. 

Speaking of the Columbian Steel Tank Co., located on the Missouri 
side of the central industrial area, the memorandum stated: 

We found that no warning was received by this company. The first knowledge 
they had that the flood was on its way was when a 4-foot wall of water broke into 
the plant, therefore practically all electrical equipment was damaged and loss in 
paper, records, and supplies was great. 

Discussing the Gustin-Bacon Co., located directly across the street 
from the Columbian Steel Tank Co., and which produces precision 
equipment for the Navy, the memorandum states that this company 


received 2 hours’ flood warning which enabled them to disconnect almost all elec- 
tric motors in the machine shop and move them to upper floors. 


Concerning the General Motors plant in the Fairfax industrial dis- 
trict, the memorandum has this to say: 

While they were given a few hours’ warning, they were told to prepare for about 
2 feet of water in the plant. Asa result, preparedness measures taken by General 
Motors did not save the electrical equipment. * * * The 10 feet of water 
resulted in covering most of the electrical equipment. 

I would like to quote also from a few of the letters which I have 
received stressing this same point. A letter from Mr. Gordon 
Leonard, president of the National Manufacturing Co. in Kansas City, 
Mo., said: 


We feel very strongly that the Government is under not only a moral obligation 
but an actual legal liability for losses to movable property in the Kansas City area,. 
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‘due to the fact that all Federal agencies in the Kansas City area not only gave no 


warning of the time or extent of the rise of the water, but issued repeated public 
assurances that no concern need be felt in the Kansas City area. In consequence, 
thousands of companies and individuals took no measures whatsoever to move 
their property to higher ground, which in most cases, could have been easily ac- 
complished, since the geographical area flooded was a relatively small percentage 
of the municipal area. In our own case, if we had been notified as late as Thurs- 
day night that we might have the 18 feet of water at our front door which we ac- 
tually received, we could have reduced our losses by more than one-half, * * * 
Our case is not an extreme one but rather a typical one and the fault for this lies 
squarely, I believe, on the shoulders of the Federal departments who are charged 
with the responsibility of predicting the time and extent of river rises and the 
Department of Engineers who issued repeated statements that there was no cause 
for alarm. 


Another letter from Mr. Delmar Lofsted of Kansas City, Mo., 
stated: 

Fortunately my family suffered no losses and only a little inconvenience during 
the recent flood disaster which struck Kansas City. However, many were not so 
fortunats. In view of the fact that assurances were given by Army Engineers 
that the area was in no danger, I believe that the Federal Government carries 
a burden of obligation to those whose homes and businesses were destroved. 
While the Government should not support every fanciful do-gooder scheme 
advanced, I believe this is an area in which the Federal Government alone can 
function in a satisfactory manner. 

Still another letter I received came from Mr. A. J. Suiter, president 
of the United States Supply Co. in Kansas City, Mo. Mr. Suiter 
said: 

As late as 9:30 in the morning on Friday, July 13, I talked with the office of the 
United States Engineers and was assured that the district was in no danger and 
was asked to call back at 11:30 to get a later river report. Either the United 
States Weather Bureau or the United States Engineers (and both are public 
servants if vou please, of the taxpavers of this country) were negligent in their 
duty or totally inadequate in their ability to handle this great problem. Five 
hours warning would have saved my company hundreds of thousands of dollars 
and, furthermore, when the warning was finally given, had the residents of the 
central industrial district been told that the water would in all probability exceed 
the great flood of 1903, the few hours we had would have been far more valuable. 

The thousands of families who lived in the area:received no more 
warning than did business and industrial plants. While of course 
they would have been powerless to save their homes against the 
ravaging floodwaters even with ample warning, they might have been 
able to salvage a few of their personal possessions. 

Whatever the reasons may have been, Mr. Chairman, for failure to 
give adequate warning, the fact remains that many thousands of 
individuals and businesses were left wholly unprepared and suffered 
terriffic and overwhelming loss. 


INDEMNITY PROGRAM ONLY FAIR ‘SOLUTION 


Mr. Chairman, the loan program provided in the measure approved 
by the House will undoubtedly contribute in a large measure to re- 
habilitation of the area but it is only part of the answer. Of an 
additional $5 million for the disaster relief fund also approved by the 
House, more than $1 million is needed to meet requests now pending. 
The balance cannot meet rehabilitation needs because, under the law, 
the disaster fund is for emergency activities—for providing food, 
shelter, clothing and medical supplies and for restoring transportation 
and communication facilities. An indemnity program, therefore, 
though it would in many cases reimburse these people for only a small 
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fraction of their total losses, is the only fair and the only possible 
solution. It is, in fact, the only decent and the only American 
solution. 

Mr. Chairman, I do not intend to belabor this point and I will try 
not to take up too much of the committee’s time. But as I am sure 
you know, this is something that I have been living with, day in 
and day out, for months. I was in the flood area during the height 
of the flood and saw at first hand the devastation it had caused. I 
saw the first impact of numbness and shock on the people throughout 
the area after their desperate efforts to sandbag and hold back the 
rushing waters. I walked through the debris and saw mile upon 
mile and acre upon acre of destruction. I was enormously impressed 
by the magnificient spirit and courage of the people who had lost 
all their possessions, seen their homes swept away, their families 
separated, the fruits of their long years of toil ruined, and their hopes 
and dreams of security shattered. When I revisited the area almost 
2 months later, they were still digging out of the debris and their 
spirit was still remarkable. The people are doing everything possible 
to help themselves. They are not sitting back and waiting for the 
Government to come along and bail them out. But they are asking 
for some help, for partial indemnity, because the enormity of their 
loss is such that it far exceeds individual ability or facilities to repair. 
My office has been deluged with mail from citizens who are looking 
to us for a helping hand. So important is this matter and of such 
deep concern to me that I must ask the indulgence of this committee 
in order to read to you a few more quotes from some of the thousands 
of letters which I have received. These letters are from individuals— 
from average citizens—American citizens. This is one, for example: 

I am writing in behalf of the flood victims in Kansas City who are now home- 
less and destitut> and for the most part out of work for the present. I do not live 
in the flooded ares, but I cannot help but feel that our Government is letting these 
helpless victims down. Caa’t something be done to make Government grants to 
these victims of circumstance? These Americans are most certainly entitled to 
aid and I do not mean in the form of loans with interest. Surely, in the name of 


common decency our Government could shear off a bit there and there and make it 
possible to find enough money to help these people out of thir horrible dilemma. 


Another citizen writes: 


The rehabilitation of our own people, many of whom are financially ruined, 
homeless, and without clothing or shelter, certainly should come first. Aren’t 
we letting them down? These people are paying huge taxes to Uncle Sam 
why can’t Uncle Sam now take the matter in hand and do something for them? 
The situation is appalling and I do hope that our lawmakers will realize the urgent 
need and do something about it. 


Another letter says: 


I am looking to you to be a strong voice in the ery for the help that is so urgently 
needed—and for people who are so very worthy. To be washed out of your home 
and ruined overnight is certainly a horrible catastrophe—and these unfortunate 
victims must be helped. Surely we don’t intend to just say “too bad’’ and drop 
the matter. Let’s have the dams, the reservoirs—and the Government grants 
for those who need rehabilitation. These Americans, mostly of the great middle 
class, the very backbone of our country, need help and must have it. 


The following was written by still another victim of the flood: 


I am taking this opportunity to try to explain my grievances regarding the 
losses and damage to my home caused by the flooding Missouri. I feel the time 
has come when something should be done to reimburse us for our losses are getting 
greater and the flood worse and more often than ever. I have lived in this 
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Missouri River bottom for 51 years, moving here with my father in 1901 when I 
was 8 years old, and our first flood was in 1903. Iam a widow all alone, with an 
aged mother of 89 to care for, and no one wants to hire someone of my age. 
Although I do housework at a small pay, we can exist but have no money for 
repairs or to replace our losses. 

Another letter says: 

There are meny hundreds of small-business men, working people, and farmers 
who would be bankrupt if some assistance were not given to them in reestablishing 
their homes and business by an outright grant of funds. Our country has given 
many billions of dollars to other peoples in aid. We could not, tin good conscience, 
stand by and see our own people ravaged by this terrible catastrophe, without 
extending to them the same helping hand we have extended to others. 


Another citizen has this to say: 


We know thet you know more about the subject than we do, but we felt that 
some relief should be given (grant aid) to the: (1) Home owner who lost his home; 
(2) the business men whose business was flooded; (3) the farmer whose farm was 
devastated. We certainly hope that enough of the lawmakers in other sections 
of the country will join with the lawmakers in the Middle West to work out some 
relief legislation especially for little people, who have suffered the most. 

From another letter I quote the following: 


The pictures and write-ups only partially tell the story * * * no one can 
actually realize the suffering and privation of the thousands of individuals—as 
well as the great financial loss caused by the disaster—unless vou actually visualize 
the damaged area. The people are now “digging in’’ in an effort to reconstruct 
their homes, their businesses, and their communities, but they need help desper- 
ately. Immediate action should be taken to help these people, many of whom 
had homes, farms, and small businesses in the lowlands of Kansas and Missouri 
that were completely wiped out. 

Still another letter says: 


We, as a nation, spend and give billions of dollars each year to people of other 
countries so it would seem very appropriate that the people of our own country be 
given protection and help, especially since the Government agencies erred in giving 
assurance that the flood ‘‘would not happen.’’ It is all quite tragic-—so please do 
something to (1) see that immediate relief is provided for those whose homes and 
businesses were wiped out or suffered severe losses. (2) See that immediate 
steps are taken to see that this disaster is not repeated. 

Mr. Chairman, you have been good enough to let me take time to 
give graphic illustrations of how our citizens feel about this matter. 
Now as to the basic governmental principle upon which indemnity 
can be provided, I have a few remarks. 

Our friends in the House have characterized the proposal to provide 
indemnification for flood victims as a major departure from the present 
concept of government and they ask us to delay action until there can 
be a more extensive study than is now possible. Gentlemen, this 
matter cannot wait. These people need help now. 

I respectfully suggest, moreover, that there have been precedents 
as I mentioned earlier in this statement. In any case, I submit that 
we cannot shrink from making new precedents or taking new steps. 
That we recognize an obligation to take care of the flood sufferers in 
some adequate manner and that we act to assist our people seems to 
me to be a mark of maturity and a sign of high civilization. 

Mr. Chairman, we are not savages nor backwoodsmen. We are the 
national policy-making body of the most powerful nation in the world. 
Let’s acknowledge and meet our responsibility realistically. 

Chairman McKe.uiar. Senator Schoeppel, do you have a state- 
ment to make at this time? 
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FLoop REHABILITATION IN KANSAS 


STATEMENT OF HON. ANDREW F. SCHOEPPEL, A UNITED STATES 
SENATOR FROM THE STATE OF KANSAS 


Senator ScHorpreL. Thank you, Mr. Chairman. My colleague, 
Senator Carlson and I have discussed the situation here, and we are 
grateful, of course, for the opportunity to be present here, and hear 
these presentations which I think are going to be most helpful. 

I shall avoid reciting to this committee the impact which this devas- 
tating flood had upon my State. Your records are quite complete on 
all of these phases, and much of this has been covered by Mr. A. E. 
Howse in his written reports and his oral presentation today. 

When I realize, as I know each of you do, that we have thousands of 
individuals as home owners who have lost their homes and everything 
in them; that we have thousands of businesses which are a complete 
loss or damaged to the extent that even at this date the owners are 
unable to completely rehabilitate themselves; and that throughout the 
length and breadth of this devastated area there is fear and uncer- 
tainty in the hearts and minds of these people as to what the future 
holds for them, I can clearly see the justification and the reason for 
the President of the United States suggesting to the Congress with the 
approval of the Bureau of the Budget the program that has been out- 
outlined involving $400 million. 

The House committee in its wisdom has seen fit to eliminate for 
consideration certain phases of the President’s recommendations, with 
which the members of this committee are familiar. I regret that the 
House committee and the House action curtailed this aid, assistance 
and relief as drastically as it did. 


NEED FOR FLOOD INSURANCE 


I feel that there is a definite positive need for flood insurance com- 
prehensive enough to encompass the entire country, and, I realize, of 
course that there are many technical and complicated details which 
must be worked out, and, as has been pointed out before this commit- 
tee, we did approach this in World War IT in a way in a war risk in- 
surance. Whether this should be handled as a separate legislative 
matter is something that, I am sure, is giving this committee some 
concern. In any event, whether it is handled in this measure or not, 
it should be before the Congress for consideration, and I was glad to 
join with my colleague, Frank Carlson, in introducing a bill that does 
provide an opportunity and an avenue to explore this matter, and I 
hope that something workable and constructive can be recommended 
to the Congress for passage. 

In listening to the testimony of Ravmond Foley, I was impressed 
with the statement that he made to the effect that the Housing and 
Home Finance Agency and its attendant agencies did not suffer a 
severe loss of their insurable or guaranteed loans on properties within 
the devastated areas. I believe his testimony disclosed that only 
between 400 and 500 units were involved and this was due to the fact 
that a studied effort was made to provide aid and assistance under 
the various programs to persons owning property that was built out- 
side of the known flood areas as much as possible or practical. IT can- 
not too seriously object to Mr. Foley’s position. I think it is sound 
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financially and along good accredited business lines. But what about 
the thousands of people who have heretofore had homes in the flood 
area—many under mortgages to building and loan associations, pri- 
vate individuals, trust companies and banks—and who now find them- 
selves without homes or personal effects and without the opportunity 
to rebuild with Federal assistance within the areas covered by the 
recent disastrous flood, even though we are endeavoring to develop 
great flood protection programs in these valle ‘VS. 


EXTENT OF FLOOD DAMAGE 


According to reliable information, there were approximately 19,000 
families in the State of Kansas made homeless by these floods. There 
were 20,248 farms comprising 2,886,275 acres damaged by the floods. 
I want to point out that there are thousands of individuals who fall 
into a class that has neither real nor personal property left upon which 
private lending agencies or, as we are now to assume, public agencies 
will help aid or assist unless we have some provision established by law 
to provide grants-in-aid which this measure, as originally recom- 
mended by the President, sought to provide. 

| have received information from the chairman of the Kansas City 
Flood Relief and Rehabilitation Committee to the effect that the 
total number of homes destroyed or severely damaged in the five- 
State area, comprising Missouri, Kansas, Arkansas, Oklahoma, and 
Illinois is 25,295 and that the homes affected in Kansas total 22, 142; 
that the total tenant-occupied homes destroved or badly damaged is 
43.2 percent in the entire area and 9,442 of these are in the Kansas 
area. Reports from this committee further indicate that homes in this 
devastated area occupied by people 65 vears of age or over are a frac- 
tion over 16.2 percent totaling 4,340 in the five-State area and 3,545 
within the State of Kansas. The tenant-occupied homes of people 
65 or over totals 1,585 within the State of Kansas. 

I bring these matters to the attention of the committee because here 
is a class of people in which many are beyond the productive period or 
capacity in life and many of them have completely lost everything 
they owned and have hanging over their heads contractual indebted- 
ness that they can see no way to dig out from under without some 
definite aid. While I realize that the Red Cross and the RFC, where 
financial conditions warranted, have been most helpful in emergency 
aid and relief, yet here is a class of individuals who through no fault 
of their own and because of this disaster have very little if anything to 
look forward to unless some provision is made for them by grants. 

I would not want to advocate before this committee the indis- 
criminate granting of public moneys as outright grants, but I feel 
that it is a tragic “mistake to so restrict this legislation or appropria- 
tion so as to eliminate completely any consideration for the giving 
of grants in the worthy cases when properly investigated and properly 
screened by the necessary agencies which can fairly and equitably 
establish such a need. Therefore, I feel that there is a vital need for 
this committee considering and providing funds of millions of dollars 
to cover this group of unfortunates who were caught in these devas- 
tated areas. 

I cannot help but recall that this Congress and the American people 
have been most generous in providing not hundreds of millions but 
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billions of dollars for aid and relief to other nations over the world. 
Hundreds of millions of dollars have flowed out from the shores of 
America through the taxpayers of America under legislation giving 
outright aid, grants and relief to peoples—many of them Jess worthy 
by reason of present circumstances than those within our shores and 
within these devastated areas. 

I feel that Mr. Howse has presented to this committee the need 
and the necessity for some practical consideration to be given by way 
of appropriations to cover outright grants. 

It is my understanding that the governors of the respective States 
affected and that practic ally all of the heads of the Federal agencies 
involved have approved in the main the recommendations and sug- 
gestions made by the President to the Congress for consideration for 
relief, aid and assistance within these areas. 

I realize there are those in Congress from other States that have 
suffered within their areas some devastating floods and disasters to a 
much lesser degree in area than that suffered by the five States 
referred to by the President, and I can have no serious disagreement 
with many of them who honestly can insist that the legislation or 
moneys appropriable should have wider application that the five 
States referred to herein. That does present one of the problems that 
Tam sure you will have before you, and in closing I want to say that it 
is my firm belief from all the information which ‘T bave had presented 
to me that the individual States »r local subdivisions cannot meet the 
need—it is too great, and because of the scope, the magnitude of the 
disastrous effects it amounts to a national disaster. I feel that 
rehabilitation along some practical generous lines under proper 
investigation and screening is necessary in furtherance of the great 
defense effort that we find ourselves in and that we should face it 
realistically and provide funds as quickly as possible—to unduly 
delay it, would, in my opinion, be disastrous and I am hopeful that 
this committee will provide adequate funds as quickly as possible. 

Chairman McKe ttiar. Senator Carlson, do you wish to make a 
statement? 

Senator Cartson. Thank you, Mr. Chairman. 


STATEMENT OF HON. FRANK CARLSON, A UNITED STATES 
SENATOR FROM THE STATE OF KANSAS 


Senator Cartson. I appreciate the opportunity of appearing before 
the Appropriations Committee in regard to provisions of the joint 
resolution making appropriations for rehabilitation of flood-stricken 
areas for the fiscal year 1952 and other purposes. 

First, I want to express my sincere thanks and appreciation to Col. 
A. E. Howse, who has worked tirelessly in behalf of our citizens who 
suffered such disastrous losses. 

May I also extend my sincere thanks to Mr. Foley of the Federal 
Housing Administration, who was appointed Coordinator by the 
President. for working out an arrangement with other Federal agen- 
cies, such as the Department of Agriculture, Veterans’ Adminis- 
tration, the Reconstruction Finance Corporation, the Federal Housing 
Administration and other agencies which were helpful to the area. 

There has been splendid cooperation smong the Federal agencies, 
the State administrations and the municipalities and other govern- 
mental units. 
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Testimony has been presented to the committee in regard to the 
estimated losses suffered by citizens in the flooded areas, therefore, 
I will not dwell on that point. 

It should be stated, however, that in dollar loss, this was one of the 
greatest tragedies that ever visited our Nation. Estimates now run 
as high as $2 billion. These losses are so great that they cannot be 
borne by the citizens themselves and local agencies, but must have 
outside aid, 

WORK OF RED CROSS 


The American Red Cross has rendered outstanding service and 
spent over $7 million for relief of citizens in the affected areas. Within 
the next few weeks, or possibly days, the Red Cross expects to with- 
draw from that field. When they do, thousands of our citizens who 
lost their homes and belongings will be confronted with a real problem. 
It is one that becomes more than local. The Red Cross reports some 
25,000 applications for assistance on file from 77 flood-damaged coun- 
ties—8,000 are in Wyandotte County or Kansas City, Kans. 

House Joint Resolution 341 provides for appropriations for lending 
money to farmers and other businessmen who have suffered serious 
losses in the area. 


INADEQUACY OF AMOUNT FOR RELIEF 


One section of the bill provides for $5 million additional to the 
$25 million relief fund for aiding governmental units, and is, in my 
opinion, wholly inadequate. 

From reports I have received from the area, this fund should be 
increased by at least another $25 million. 

Even with this aid we are confronted with a very difficult problem 
in the disaster areas. ‘Tens of thousands of our citizens who have 
had the assistance of the Red Cross and have lost all of their posses- 
sions are in dire need. It is for that reason that | urge the committee 
to add an additional item of direct grants to these people. 

I am not unmindful of the problem that confronts Congress in pro- 
viding for these direct grants, however, I feel we must kee ‘Pp in mind 
that the Red Cross spent over $7 million in these areas. Certainly 
some provision must be made to further assist these people in getting 
rehabilitated. It is the humanitarian thing to do. 

Should the committee not deem it advisable to vote funds for direct 
grants, as requested by the President and Colonel Howse, representing 
the Office of Defense Administration, I would urge that the com- 
mittee give serious consideration to appropriating a sum of money 
that could be used through the Departments of Social Welfare in the 
States affected. 

Since the House action on House Joint Resolution 341, 1 have con- 
ferred with Dr. Arthur J. Altmeyer of the Federal Security Adminis- 
tration, and officials in the State board of social welfare, regarding an 
appropriation of $5 million to be used by these agencies. 


ADMINISTRATION OF FUNDS 


My information is that the existing State boards of social welfare, 
in cooperation with the Federal Government and the local agencies 
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can administer these funds through general assistance programs. I 
am, therefore, submitting the following amendment to the committee: 


AMENDMENT 


Intended to be proposed by Mr. Carlson to the joint resolution (H. J. Res. 341) 
making appropriations for rehabilitation of flood-stricken areas for the fiscal 
vear 1952, and for other purposes, viz: 

On page 3, line 5, strike out “$5,000,000” and insert in lieu thereof ‘$10,000,000, 
of which $3,000,000 shall be available for expenditure by the President under the 
act of September 30, 1950 (Public Law 875, 8ist Cong.) and through such Federal 
agency as he may designate for the purpose of making grants to States to enable 
such States, acting through their public welfare agencies, to furnish public assist- 
ance to families whose need for such assistance has been caused or aggravated 
by the floods occurring in the midwestern portion of the Nation in July 1951: 
Provided, That no such grant shall be made to any State unless the President 
determines that the State and the local governments within such State are making 
an appropriate effort, consistent with their available resources, to cope with public 
assistance requirements resulting from such floods.” 


In order that the committee might have additional information on 
the need for these funds, I am including a letter that IT received from 
Blake A. Williamson, vice chairman of the State Board of Social 
Welfare of Kansas. 

In this letter Mr. Williamson stresses the extreme need for these 
additional funds. 

The need in the area is so great that I do plead with the committee 
to give every consideration to my suggestion if they deem it inadvisable 
to accept the recommendations of Colonel Howse and other represen- 
tives who have spoken in favor of direct grants. 

The letter is as follows: 


State DEPARTMENT OF SocraL WELFARE OF KANSAs, 


Topeka, Kans., October 5, 1951. 


SENATOR FRANK CARLSON, 
Senate Office Ruilding, Washington, D. C. 

DeEAR SENATOR CarRuson: Confirming our conversation with you by phone this 
morning, we would like to request that you use vour good efforts to obtain a 
direct appropriation for the State of Kansas to be used, on a 100-percent grant 
basis, for flood victims who we anticipate will be on the public-assistance rolls 
in the very near future. 

We are unable at this time to give you a complete picture so far as the welfare 
rolls are concerned as to how extensive our demands will really be, but let us use 
Wvandotte County as an example. 

You had the opportunity, when you were back to the flood meeting, to see the 
Armourdale and Argentine districts in Kansas Citv, Kans., and the terrible 
devastation that was left as a result of the July flood. We are advised by the 
Wyandotte County welfare office that they had 537 families who were on the 
welfare rolls in various categories who lost their homes as a result of the flood. 
Approximately 350 of these families were renting their homes and the rental 
which was paid under the welfare grants averaged between $10 and $15 per month. 
There are no other areas in Kansas City, Kans., where cheap rental property can 
be obtained, and those who are fortunate enough to be able to find other homes 
are now being required to pay an average of about $35 per month. You can see 
the rental item alone is going to be quite an item. 

In addition to that, many of those families lost all of their clothing, furniture, 
and anything else that they had of any value. 

There is another class of cases which are termed as border-line cases—people 
who were able by running rooming houses or having small shops, such as shoe 
shops, repair or fixit shops, ete., who were able to support themselves. In a great 
many instances those homes and businesses were wiped out, and the area is not 
being rebuilt; and they have not been able to reestablish themselves. 

The Red Cross, up to the present time, has been taking care of a large number 
of those cases, and we saw a report recently where the Red Cross has expended 
in excess of $2 million in Wyandotte County alone in this form of assistance. 
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The news stories now indicate the Red Cross will have completed its program 
in Wyandotte County in about 30 days. It is also indicated the clean-up work, 
where Federal funds have been used, will be finished in about 30 days. A great 
many people who have been engaged in that type of work lost their jobs due to the 
fact that industries were wiped out, and will have no place to go except to the 
county welfare department to obtain general assistance. 

The State board of social welfare had planned to put into effect, effective 
January 1, a realistic adjustment of public assistance food standards to meet 
present-day food prices. This we feel is absolutely necessary because there have 
been no.adjustments in food standards in the State of Kansas since 1946, and it is 
almost impossible, under present-day prices, for a person to live on approximately 
$20 per month for food. 

In the event that we are not able to obtain a direct grant for those that we 
definitely feel will be on public assistance this winter, the State of Kansas will have 
to use the money that it had planned to use to adjust food standards to take care 
of the inereased case load that we know will arise in those counties that were 
affected by the flood. This will mean that public assistance eligibles all over the 
State, who are entitled to an adjustment of food standards, will suffer because of 
the fact that the necessary money will have to be used for flood victims. 

We do not feel that an allocation of funds on a matching basis will be of any 
particular value to the State of Kansas because of the fact that the Federal 
Government does not participate in our general assistance program. That is 
supported solely by the State and counties on a 50 percent basis. Many of the 
counties that were hard hit by the flood are already levying the full amount that 
they can levy for welfare purposes, and the present budgets and the amount of 
money that these counties will have will not be sufficient to take over this in- 
creased case load. 

We hope, but have some doubts, in view of the action of the House of Repre- 
sentatives on the recent appropriation bill, that you will be able to obtain an 
amendment that would authorize an amount of say $3 million, or so much of that 
amount as is needed, as a direct grant to be used for flood victims in distressed 
counties who will now be required to go on the general assistance rolls. 

It is our opinion that a great majority of the cases will become public assistance 
¢lients, and the money would be used exclusively for that type of case in Kansas. 
The program would be administered, as it is now, by the local counties under the 
supervision of the State. If the Federal Government participated, that would 
mean we would have to revise our State manual, and new rules and regulations 
would have to be adopted subject to the approval of the Federal Government; 
and it is our thought that that would raise too many complications to effectively 
do the job that should be done. 

We have diseussed this matter with the Governor, and he is is accord with the 
views expressed herein. 

Very sincerely yours, 
BLAKE A, WILLIAMSON, 
Vice Chairman. 


Chairman McKe iar. J have received a letter from Mr. William 
Green, president of the American Federation of Labor, urging help 
for the victims of the flood disaster. I will insert the letter in the 
record at this point. 

(The letter referred to is as follows:) 


AMERICAN FEDERATION OF LABOR, 
Washington Fr; dD. Gi October fz. 1941. 
Hon. KENNETH McKELLAR, 
Chairman, Senate Committee on Appropriations, 
Senate Office Building, Washington, D. C. 

My Dear SENATOR: The American Federation of Labor is greatly concerned 
with the immediate necessity of doing everything possible to rehabilitate the 
victims of the recent flood disaster. The flood inundated large areas in Kansas, 
Missouri, Oklahoma, and Illinois. It resulted in a loss of $25 billion and either 
partially or completely destroyed 45,000 farm and city homes. 

The members of organized labor and other organizations in the flood area are 
doing @ tremendous job in helping to relieve the suffering caused by the flood, 
and the subsequent tremendous task of rehabilitation. However, it is far short 
of the financial aid needed to provide adequate relief to the thousands of destitute 
families. 
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We appreciate the concern which the Congress has shown in considering aid 
for these areas. However, we believe that not enough consideration has been 
given to the fact that the victims of this disaster area are in no way responsible 
for it. Indeed, the A. F. of L. believes that to some degree the responsibility 
rests on past failures to carry out effective flood-control measures. 

The type of aid provided for in House Joint Resolution 341 as passed by the 
House is primarily in the form of loans for farmers, home owners, and business 
organizations whose property was damaged by the flood. We believe that while 
such loans may be sufficient in some instances, provision should also be made for 
outright grants to those whose property has been damaged by the flood. The 
original proposals for flood relief included authorization of indemnification of flood 
victims for physical loss of or damage to tangible real or personal property up to 
80 percent of the amount of such loss, provided that the amount to be paid any 
one person submitting such a claim does not exceed $20,000. We regret very 
much that no such provision was retained in the resolution as passed by the 
House. The complete reliance on long-term loans will have the very serious 
effect of mortgaging for many years to come the incomes of flood victims to the 
detriment of the welfare of themselves and their families. 

We respectfully urge, therefore, that your committee give careful consideration 
to the possibility of including a provision for undemnification of flood victims with 
outright grants where mere loans might not be adequate. 

Kindly have this letter made a part of the record of the hearings on Senate Joint 
Resolution 341. 

Very truly yours, 
Wm. GREEN, 
President, American Federation of Labor. 


Chairman McKe war. If there is nothing further to come before 
the committee I want to tell all of you gentlemen that we are very 
much obliged to you for coming, and we want to thank you for the 
information you have given the committee. 

If there is nothing further the committee will adjourn at this time. 

(Whereupon, at 5:45 p. m., Wednesday, October 10, 1951, the com- 
mittee adjourned.) 
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